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rom the very first time 


ou have a “‘ Courtine’’ Lining in your clothes, you will notice a marked 

mprovement in their appearance. The heaviest winter coat almost glides 

on—all damaging strain and pull is removed. But the greatest benefit is 
found later on. An ordinary lining would have frayed, grown rough, perhaps 
rubbed into holes. No such troubles with a‘ Courtine * Lining—for in colour, 
texture, and general comfort, it is fully guaranteed by COURTAULDS, and 
cleaning does it no harm. Ask your Tailor always to use 


The name is on the selvedge. 
GUARANTEED FULLY SHRUNK. 
If any difficulty in obtaining write the Manufacturers: Courtaulds, Ltd., 16, St. Martin-le-Grand, London, E.C.1. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638, 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 
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WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 188 


Capital fully called up - £650,000 Reserve Taal - - £650,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -=£1,000,000 


LONDON BANKERS : 


Messrs. Giyn, Mutts & Co, THe WESTMINSTER BANK LIMITED, LOMBARD STREET, Lioyps Bank LIMITED. 


HEAD OFFICE : 


33/36 Kinc WittiamM StrReEEt, Lonpon, F.C.4, 


CHIEF OFFICE IN PERSIA : 


TEHERAN, 


BRANCHES IN PERSIA : 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Duzdab, Haimadan, Isfahan, 
Kazvin, Kerman, Kermanshah, Masjed Suleiman, Meshed, Mohammerah, Pehlevi, Resht Shiraz, 
Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA : 


BaGpap, Basra. BomBay, 


HE BANK transacts Banking Business of every description in 

and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Ciean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 


1 Iti WLU UU INU 


ut 








BRITISH FOREIGN & COLONIAL 
CORPORATION LTD. 


(ESTABLISHED 1910) 
PAID UP CAPITAL - - = £500,000 


Agents and Correspondents in all parts of the World 


New Issues of Capital for Industrial Undertakings 
Colonial and Foreign Loans 
General Finance and Banking Business 
Coupons Foreign Exchange Loans 


B.F.C. HOUSE, 81-87 GRESHAM ST., LONDON, E.C.2 








NATIONAL BANK OF GREECE. 


of a Reserves’ - - Drs. 1,205,000,000. 
ee = Deposits (on June 30,1930) ,, 6,935,000,000. 
Total Resources - ,, 8,730,385,352. 


HEAD OFFICE IN ATHENS 
BRANCHES THROUGHOUT GREECE 


NEW YORK AGENCY - - 51 MAIDEN LANE 
Affiliated Bank : HELLENIC BANK TRUST COMPANY, 
NEW YORK, 51 MAIDEN LANE. 


Correspondents in all parts of the World. 


Complete International Banking Service of 
_ Every Description. 
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| BARCLAYS BANK (DOMINION, | | 
COLONIAL AND OVERSEAS) | 
















OVER 400 BRANCHES IN 
THE UNION OF SOUTH AFRICA ' 
NORTHERN & SOUTHERN RHODESIA . 


KENYA - TANGANYIKA - UGANDA - NYASALAND 
PORTUGUESE EAST AFRICA - SOUTH-WEST AFRICA 
BRITISH WEST AFRICA-BRITISH WEST INDIES-BRITISH GUIANA 
MAURITIUS - EGYPT - SUDAN - PALESTINE - MALTA - GIBRALTAR 
LONDON - LIVERPOOL - MANCHESTER - HAMBURG - NEW YORK (Agency) 





THIS BANK OFFERS UNIQUE ADVANTAGES TO THOSE INTERESTED IN f 
COLONIAL TRADE AND DEVELOPMENT. 


Head Office : 54 LOMBARD STREET, LONDON, E.C.3 


| 
BARCLAYS BANK (CANADA), 
214 ST. JAMES STREET WEST, MONTREAL. 


BRITISH OVERSEAS BANK 
LIMITED 
Capital Authorized - - - - £5,000,000 : 


Issued and Paid-up- - - - - £2,000,000 { 
Reserve Fund - - - - - = £225,000 












Through its world-wide connections and agencies the Bank is able 
to offer to its clients at home and abroad exceptional facilities in 
foreign exchange and in the financing of every form of foreign trade, 
and also to provide up-to-date credit reports and information as to 
international business conditions. Correspondence invited. 








33 GRACECHURCH STREET 
Lombard Court, eg tiengn E.C.3 


ene “e {' paae ): “Sae , Wi London 
Telegraphic Address ) ie asia prc 
Tele ne ‘Me Royal 711 








Affiliated Institution in Poland : 
WARSAW. 





AnsLo-PouisH Bank, Limitep, 

















=} 











HEAD OFFICE: SPRING GARDENS, MANCHESTER | 
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MARTINS BANK 





LIMITED. 
Head Office : London Office : 
7 WATER STREET, 68 LOMBARD ST., 
LIVERPOOL. LONDON, E.C.3. 





Manchester District — 43 SPRING GARDENS. 


Capital Paid Up and Reserves .. £7,800,045 
Deposits, etc., at 30th June, 1930 £77,459,008 








The Bank has over 570 Offices, and Agents 


in all the principal towns at home and abroad. 





All descriptions of Banking, Trustee and Foreign Exchange Business transacted. 
The Bank is prepared to act as Registrar for Public and Corporate Bodies. 








DISTRICT BANK 


LIMITED 


Every Banking Facility 2 ¢ 
Agencies Undertaken for F oreign Banks 





13, Spring Gardens, Manchester 
FOREIGN DEPAKTMENT 2, Castle Street, Live “per 


Established 76 Cornhill, London, E.C 
istablishe 13 
xT ICTRE >ARTMENT 13, Spring Gurdens, Manchester 
1829 TRUSTEE DEPARTMENT , (z 46, Old Bond Strest, W. 
, : os ‘75, Cornhill, E.¢ 

LONDON OFFICES - ; ‘We t End | conch 46, Old Bond Street, W.1 

LIVERPOOL OFFICE . 3, Water Street 

390 BRANCHES AGENTS EVERYWHERE | 
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(Incorporated by Royal Charter 1727) 








Capital (Fully Paid) (Oct. 1930) - - £3,362,442 

Reserve Fund ( do. )- - £3,580,926 

Deposits ( do. )- - £50,387,0930 
OVER ' 





200 YEARS OF COMMERCIAL BANKING 


The ramifications of the Bank throughout Great Britain 
and the entire World enable it to handle every description 
of British, Colonial and Foreign banking business. 
CORRESPONDENCE INVITED 
LONDON OFFICES: 
City—3 Bishopsgate, E.C.2. 
West End (Drummonds)—49 Charing Cross, S.W.1. 
(Bond Street) 64 New Bond Street, W.1. 


Western—1 Burlington Gardens, W.1. 
(Formerly Branch of Bank of England.) 


243 BRANCHES IN ALL. 


HEAD OFFICE: EDINBURGH 


General Manager: Sir Alexander Kemp Wright, K.B.E., D.L. 


The Bank has now acquired practically all the Shares of Williams Ceacon’s Bank, Ltd. 











ULSTER BANK LIMITED 


ESTABLISHED 1836 
Affiliated to Westminster Bank Limited 


Capital Authorised and Subscribed - - £3,000,000 
Xapital Paid U ‘ "800,000 
Capital Paid Up & -  £1,800,000 
Reserve Fund - - £1,000,000 : 
Undivided Profits, 29th Nov., 1930 - - £60,122 


Net Profit for the year ended 29th Nov., 1930, £215,472 


Head Office: WARING STREET, BELFAST 
115 BRANCHES AND 97 SUB OFFICES 


BANKING BUSINESS OF EVERY DESCRIPTION TRANSACTED 


ROYAL BANK OF SCOTLAND 
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PROTECTION. 


G. In the hazardous days of the early colonisation 
of the New World, the convoys of treasure and 
merchandise needed armed protection. 





@, To-day, the interchange of wealth is effected 
with ease and security through the channels of 
international banking. 


G, Unrivalled facilities for every description 
of modern banking business with South and 
Central America and Spain are afforded by 


THE ANGLO-SOUTH 
AMERICAN BANK LTD 


117 OLD BROAD ST,LONDON ,EC2 





Official figures, published in 1929 by the Superintendent of 
Banks in Ecuador, show that we are holding in this market : 
48% of the total banking deposits, 
51% of the total banking cash resources, 
24%, of the total bills discounted. 


A bank having such high percentages of the commercial activities of a market, is 


undoubtedly in a position to gather reliable information regarding local firms and give an 
efficient service in the handling of your collections. 
A commission of 1/4 of 1°, is charged on collections from Abroad. 


LA PREVISORA NATIONAL BANK OF CREDIT 
GUAYAQUIL—ECUADOR—SOUTH AMERICA. 





BANQUE BELGE POUR L’ETRANGER S.A. 


Filiale de la S« t ral (Limited Company Incorforated in Belgium ) 
CAPITAL : Subscribed Frs. 200, ye 200 Paid up Frs. 158,424,125 RESERVES Frs. 130,000,000 
HEAD OFFICE: BRUSSELS, 66 ree. des Colonies. 
enn : PARIS (12 Place de la Bourse), NEW YORK (67 Wall Street), PEKING (PEIPIN3), SHANGHAI, TIENTSIN, 
HANKOW 
LONDON OFFICE: 4 Bishopegate, E.C.2. 

Manager: A. S. DONNAY (Dire . 

London Committee: Messrs. J. S. Haskell, A. F. Buxton, G. Grinnell ttn 1e, Emile Francqui, Chevalier de Wouters, 

F. Haegler (Honorary General M anager) and A. S “pt INNAY 
AFFILIATED BANKS throug! t BELGIUM and LUXEMBURG and also in FRANCE id G ERMANY. 

ALLIED BANKS in Austria, Bulgaria, Czecho-Slovakia, Egypt, Holland, Hungary, Italy (Tyrol), Morocco, Poland, Rumania, Spain 


and Yugo-Slavia, 
Correspondents in all parts of the World. 
AGENTS IN THE UNITED KINGDOM FOR THE BELGIAN POSTAL CHEQUE SERVICE 
LETTERS OF CREDIT—COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS. 


FOREIGN EXCHANGE business a speciality; FOREIGN CURRENCIES bought and sold for immediate or forward delivery, 
enabling traders to secure the exchange for their contracts in the currency of the country of their customers. 
All kinds of banking busine indertaken 
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THE COMMERCIAL BANKING COMPANY OF SYDNEY 


LIMITED 


Established 1834. Incorporated in New South Wales with limited liability. 
With which is amalgamated THE BANK OF VICTORIA LTD. 


AUTHORISED CAPITAL . - - - £12,000,000 


CAPITAL PAID UP - - - - - £4,739,012 
RESERVE FUND _- : £4,300,000 
RESERVE LIABILITY OF SH. AREHOLDERS £4,739,012 

£13,778,025 


TOTAL DEPOSITS June 30th, 1930 - -  £49,402,322 
TOTAL ASSETS “ re - - £60,315,544 


HEAD OFFICE: 343 GEORGE STREET, SYDNEY. 
General Manager - J. R. DRYHURST. 


LONDON OFFICE: 18, BIRCHIN LANE, LOMBARD STREET, E.C.3. 
Manager - V. B. JONES. 


464 Offices and Branches in New South Wales, Queensland, Victoria, South Australia, and 
Federal Capital Territory. Agencies throughout Australia and New Zealand and all other 
parts of the world. 

Drafts payable on demand and Letters of Credit are issued by the London Branch on the 
Head Office, Branches and Agencies of the Bank. 


Bills on Australasia negotiated and collected. Remittances cabled and mailed. 


THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital : - - - £4,500,000 
Reserve Fund - . - £4,475,000 
Reserve Liability of Proprietors under the Charter £4,500,000 


£13,475,000 
COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. | F. V. w LIVINGSTONE-LEARMONTH, EsqQ., 


C. E. BARNETT, Eso. D:S 
J. F. G. GILLIAT, Eso. | RIGHT TON. Tae EARI, OF MIDLETON, K.P. 
KENNETH GOSCHEN, Esq. ome PEEL, Bag 
¢. G. HAMILTON, Reo. JOHN SANDERSON, Eso. 
. R, JOHNSON, Esq. | ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 


















|| Commonwealth 22% Bank of Australia 





E. C. RIDDLE, Governor. —_— H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY 


BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 
BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers tt—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 3,694 Post Offices in the Commonwealth, &c. 
As at 30th June, 1930. 


General Bank Balances ; ia £453504,307 
Savings Bank Balances .. ve ia aim ati a 50,049,724 
Note Issue Department .. v al ae - és 44,954,326 
Rural Credits Department en se ata isa baa 1,465,129 
Other Items.. be a ie ia a ry oa 75385,031 

£149,358,517 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 





THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Authorised Capital - - - £5,000 ,000 
Capital Subscribed and Paid Up - £2,208 ,000 
Reserve Fund - - - - £1,111,880 
Aggregate Assets 30/6/30 - - £17,765,510 


DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. HERBERT R. LYSAGHT, O.B.E. 
FRANK N. YARWOOD. JAMES KELL. 
LIEUT..COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, LL.D. 
GENERAL MANAGER 
C. M. C. SHANNON. 
LONDON BRANCH DIRECTORS : 
HARRY TABOR BROOKS. ALFRED SHEPHERD. 


: HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Georce H. Howe, Manager, with 
149 Branches and Agencies in New South Wales, 

BRISBANE OFFICE. G. E. ALexanper, Manager, with 24 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE: 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE: 73 St. George’s Terrace. K.\V.R.Douctas, Manzger, and one branch. 

LONDON OFFICE: 62 Bishopsgate, E.C.2. Arruur F. Jenxins, M nager. 


The London Office is prepared to transact every description of Banking Business. 
For the convenience of its Customers the Bank has special arrangements, where not directly represented, 
with other Bankers, throughout Australasia, New Zealand, the United Kingdom, the Far East and 
elsewhere, whereby it is able to carry out all requirements with promptitude and to best advantage. 
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THE BRITISH OVERSEAS BANK, LIMITED. 


ESTABLISHED 1919. 


Report by the Board of Directors to the Eleventh Annual General Meeting of Shareholders to be held in the Bank Premises 
33 Gracechurch-street (Lombard-court), London, E.C.3, on Tuesday, the Ninth day of December, 1930, at 12 noon. 


The Directors submit to the Shareholders the Balance Sheet of the Bank, as at 31st October, 1930, and Profit 
and Loss Aecount, together with copy of the Auditors’ Certificate. 
The Profit, after allowing rebate of interest and providing for all bad and doubtful debts, and 


Income Tax, for the year ended 31st October, 1930, amounts to... 0.0.6... eee eee £140,446 4 10 
Balance available from last account Susana nue we ‘ Subse tans eek 58,130 & 0 
Making a total of aecnne ditatelg wiatache laa ial mate BCs goonies ean £198,576 12 10 


Interim Dividend paid on ‘the “A” Ordinary Shares at the rate of Six per 
cent. per annum (less Income Tax) for the Half-year ended 30th April, 
1930, and Income Tax thereon........ ' er 30,000 0 0 


Leaving a Balance of........ er Tre eee eee ee er £168,576 12 10 
which has been appropriat« das follows :- 
In payment of a Dividend on the “ A’ Ordinary Shares at the rate of Six per 
cent. per annum (less Income Tax) for the Half-year ended 31st October, 
1930, which together with Income Tax thereon amounts to............ P £30,000 0 0 
In payment of a Dividend on the “* B” Ordinary Shares at the rate of Six per 
cent. per annum (less Income Tax) for the year ended 31st October, 1930, 


which together with Income Tax thereon amounts to pean aeuwies 60,000 0 0 
To Reduction of Premises Account . Ae erry i 5.000 0 0 
Leaving a Net Balance to be carried forward to ne xt year of..... — 73,576 12 10 


£168,576 12 10 
The Directors retiring by rotation are Sir James Caird, Bart, and Mr. Dudley Ward, C.B.E., who, being eligible, 
offer themselves for re-election, 
The Auditors, Messrs. George A. Touche & Co., and Messrs. MeClelland, Ker & Co., also retire, and, being 
eligible, offer themselves for re-appointment 
By Order of the Board, 
London, E.C., 21st November, 1920. A. E. THORNE, Secretary. 


BALANCE SHEET, 31st OCTOBER, 1930. 


LIABILITIES. ASSETS. 
Capital : Authorised Cash in Hand and at Bankers...... £293,711 13 9 
300,000 “A” Ordinary Shares of £5 
each - €1,500,.000 0 O Money at Call and Short Notice.... 1,820,320 10 1 
300,000 “ B”’ Ordinary Shares of £5 
each... 1,500,000 0 0 Balances with Bankers abroad..... 214,749 0 6 
400,000 Shares of £5 cach which may 
be issued in whole or in part as“ A’ err ere 1,071,399 17 8 
or “ B”™ Ordinary Shares......... 2,000,000 0 0 
Government Securities. ........... 353,942 11 6 


£5.000,000 0 0 
a Investments in Subsidiary Companies 56,925 3 7 
Subscribed and Paid in Full 











200,000 “A” Ordinary Shares of Other Investments, including Share- 
each. a : ; y . £1,000,.000 0 0 | holding Interests in Foreign Banks 532,681 14 9 
200,000 “ B”™ Ordinary Shares of £5 
eer is 1,000,000 0° 0 | Bankers Industrial Development 
Co., Ltd. One “A” Ordinary 
£2.000,.000 0 0 Share of £100,000, £100 Paid. ... 100 60 (00 
Current, Deposit and other Accounts $549,186 19 6 
Amount owing to Subsidiary Company no 0 0 Advances to Customers and other 
Reserve Fund.. ; “he? 225,000 0 0 PO a5 vi sidwwn bees iccak een Ce 
Acceptances, ete., for account of Cus- 
tomers (per contra) ‘3 os a 3 Amount owing from Subsidiary Com- 
Balance of Profit and Loss Aecount 3, 10 FO Ee 19,354 15 6 
(NoTE.— Contingent Liability on Liability of Customers. for Accept- 
account of Endorsement on Bills ances, ete. (per contra).......... 3,927,317 0 3 
Discounted, £707,828) Bank Premises, Freehold at cost, 
Jess amounts written off ........ 335,736 17° 8 
£10,775,180 120 7 £10,775, 180 12 7 
SapaRSEASRRNISINARTRTGGSII SS 
CHURCHILL, Chairman. 
ARTHUR C. D. GAIRDNER, Deputy Chairman and Managing Director. A. KE. THORNE, Secretary. 
JAMES CAIRD, Director. FP. J. SULLIVAN, Accountant. 


AUDITORS’ REPORT TO THE MEMBERS. 


We have examined the above Balance Sheet and compared it with the Books of the Bank. 

We have satisfied ourselves as to the correctness of the Cash Balances and the Bills of Exchange, and have 
veiified the Securities. 

We have obtained all the information and explanations which we have required, and are of the opinion that the 
Balance Sheet is properly drawn up, so as to exhibit a true and correct view of the state of the Bank’s affairs, 
according to the best of our information and the explanations given to us, and as shown by the Books of the Bank. 

GEORGE A. TOUCHE & CO. | Chartered 
McCLELLAND, KER & CO.) Accountants. 
London, E.C., 21st November, 1930. Auditors. 
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THE BRITISH OVERSEAS BANK, LIMITED——continued. 


PROFIT AND LOSS ACCOUNT for the Year ended 31st October, 1930. 
Dr. CR. 
To Interim Dividend on the “A” Or- By Balance brought forward ........ £58,130 8 O 
dinary Shares at the rate of Six 
per cent. per annum, and Income 
F REE ee ree ere £30,000 0 0 .. Profit, after allowing rebate of 
Final Dividend on the * A” Or- Interest and providing for all Bad 
dinary Shares at the rate of Six and Doubtful Debts, and Income 
per cent. per annum, and Income Tax, for the year ended 31st Octo- 
yo rr rrer rey 30,000 0 0 a eee £148,446 4 10 
Dividend on the * B” Ordinary Less Directors’ 
Shares at the rate of Six per cent. re 8,000 0 0 
per annum, and Income ‘Tax - 140,446 410 
A es Sears A 60,000 0 0 
Reduction of Premises account ... 5000 0 0 
Balance carried to Balance Sheet . 73,976 12 10 
£198,576 12 10 £198,576 12 10 
——— ————— ee 





STATEMENT REQUIRED BY SECTION 126 OF THE COMPANIES ACT, 1929. 

Such of the aggregate profits of the Subsidiary Companies as have been declared in dividends are included in 

the above Profit and Loss Account in so far as they concern this Bank. 
CHURCHILL, Chairman. A. E. THORNE, Secretary. 
ARTHUR.C. D. GAIRDNER, Deputy Chairman and Managing Director. Fk. J. SULLIVAN, Accountant. 
JAMES CAIRD, Director. 
2ist November, 1930. 
DIRECTORS. 
The Right Hon. VISCOUNT CHURCHILL, G.C.V.O., Chairman. 
ARTHUR C. D. GAIRDNER, Deputy Chairman and Managing Director. 


Sir JAMES CAIRD, Bart. The Hon. HENRY D. McLAREN, C.B.E. 
NIGEL L. CAMPBELL. The Hon. BERNARD ROLLO. 
Sir GEORGE E. MAY, K.B.E. DUDLEY WARD, C.B.E. 
ADVISORY DIRECTORS. 
Sir ARTHUR A. HAWORTH, Bart. NORMAN L. HIRD. 
R. T. HINDLEY. Sir EDGAR HORNE, Bart. 
Sir HARRY McGOWAN, K.B.E. 


MANAGERS. 
WILLIAM DEAN. H. HOPKINS. Fr, O. A. SPEED. R. STEPHENSON, DUDLEY WARD, C.B.E. 
DEPUTY MANAGER AND SECRETARY.—A. KE. THORNE. 

FOREIGN EXCHANGE DEPARTMENT.—H. W. GURNEY, Chief Operator. 
ACCOUNTANT.—IF. J. SULLIVAN. CONTROLLER.—C. T. JAMES. 
AUDITORS. 

GEORGE A. TOUCHE & COMPANY, London. McCLELLAND, KER & COMPANY, Glasgow and London. 








164 BRANCHES IN 


FINLAND LONDON & EASTERN 
TRADE BANK LTD. 


O (Established 1920) 
61/62 GRACECHURCH STREET, 
Capital and Reserves: LONDON, E.C.3 


Fmk. 426,000,000 Pg 0 


oO CAPITAL 
AUTHORISED - £1,000,000 


| | KANSALLIS-OSAKE-PANKKI SUBSCRIBED & PAIDUP £600,000 


(National Joint Stock Bank) 
— Specially organised for — 


the financing of trade with 


Head Office: HELSINKI — Europe and the Near East — 
(Helsingfors) FINLAND . 


INQUIRIES INVITED 






















BANK OF | THE 


new souTH wales) |STANDARD BANK] : 

















established in 1817 f ; 
Incorporated in New South Wales with limited liability. OF SOUTH AFRICA LIMITED : 3 
With Branches and Agencies (589) in all the Australian Bankers to the Imperial Government in South i 
States, New Zealand, Fiji, Papua and Mandated Africa; and to the Governments of Northern : 
Territory of New Guinea. Rhodesia, Southern Rhodesia, Nyasaland, and 3 
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J. S. CAMPBELL, Manager. A. L. KENNEDY, Secretary NEW YORK Agency: 67 Wall Street 3 
D, Geppir, Assist. Manager. G.S. Ketr, Acco t aati’ A : 
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DEUTSCHE UNIONBANK 
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Codes : 
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A TREATISE ON MONEY By 
J. M. KEYNES, author of “A Tract 
on Monetary Reform,” ‘‘ The Economic 
Consequences of the Peace,” etc. 2 vols. 
15s. net each. 


Vol. I Ihe Pure Theory of Money. 
Vol. II. The Applied Theory of Mone-. 


JOINT STOCK BANKING IN 
GERMANY A Study of the German 


Credit Banks before and after the 
War By P. BARRETT WHALE, 
B.Sc. (Econ.). 16s. net. 


THE BANK FOR INTERNAT- 


IONAL SETTLEMENTS By 
PAUL EINZIG, D.Sc., Pol. and Econ. 
(Paris), author of ‘‘ International Gold 
Movements,” etc Second Edition. 
10s. 6d. net. 


Contains a new chapter and also the ful! collection 
of the official documents connected with the 
establishment of the Bank. 


INTRODUCTION TO THE 
MONEY AND BANKING 
SYSTEM OF THE UNITED 
STATES By J. P. DAY, B.A. 


4s. 6d. net. 
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STATE BANK 
OF THE U.S.S.R. 


Created by Decree of the Soviet Government of 
12th October, 1921, 





Chervonetz 


25,000,000 
208,656,442 


Capital ee ee . 
Bank Note Issue on Dec. 16, 1930 
Issue Dept.’s Gold, 


Platinum and Silver Reserve do. 50,741,687 
Issue Dept.’s Foreign 
Currency Reserve do. 5,039,460 


N.B.—1 Chervonetz contains 119.4826 grains of pure 
gold and equals {1 Is, 1jd. or $5.144. 


Head Office and Foreign Dept., MOSCOW. 


500 Branches, 


The Bank effects mail and cable remittances in all parts 
of the Soviet Union and engages in Home and Foreign 
Banking Business of every description. 


AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE 
WORLD, 


LONDON CORRESPONDENTS,—Lloyds Bank IL,td.; 
Barclays Bank Ltd.; Midland Bank I,td.; National 
Provincial Bank Ltd.; Westminster Bank Ltd.; Bank 
for Russian Trade L,td.; Chase National Bank of the 
City of New York; Hambros Bank Ltd.; Fredk. 
Huth & Co.; S. Japhet and Co. Ltd.; Kleinwort, 
Sons & Co.; Samuel Montagu & Co.; Moscow Narodny 
Bank Ltd.; National City Bank of New York; N. M. 
Rothschild & Sons; J. Henry Schroder & Co, 









A 
LIFE POLICY 
WITH A 
MUTUAL OFFICE 
IS 


A GILT-EDGED 
INVESTMENT 


WRITE OR TELEPHONE FOR RATES TO 
THE 


PROVIDENT MUTUAL 


LIFE ASSURANCE ASSOCIATION 


25-31, MOORGATE, 
LONDON, E.C.2 


TELEPHONI c. R. V. COUTTS, 
METROPOLITAN 8014 (5 LINES) Manager & Actuary 
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Head Office; 
HALIFAX 











. . General 
\OLE { 1 Manager : 
a Sir ENOCH HILL. 


STRENGTH AND SAFETY 


rhe Halifax Building Society has 
enormous financial resources to 
assist in sound and economical 
property purchase. 

OVERA MILLION POUNDS 
A MONTH IS LOANED 
by this great Society. Terms are 
most generous and its reputation 
for prompt and courteous service 
is nation wide. 
Assets - £65,000,000 


HALIFAX 


THE WORLDS LARGEST 
BUILDING SOCIETY 


London Office ; 
124 CHARING CROSS RD., W.C.2. 






































Royal London 


Mutual Insurance Society, Limited. 
Founded 1861. 








ASSETS EXCEED 


£23,000,000 


Mutual Life Assurance 
Ordinary & Industrial 














Fire, Accident, Motor & 
| s: General Insurance :: 













For prospectuses and particulars apply : 
Head Office : 


ROYAL LONDON HOUSE, 
FINSBURY SQUARE, LONDON, E.C.2 
City Office : 

QUEEN’S BUILDINGS, 

52 QUEEN VICTORIA STREET, E.C.4 










REFUGE | 


ASSURANCE COMPANY — 
LIMITED. 


Chief Office: 


Oxford Street, Manchester. 


Annual Income Exceeds £11 ,000,000 
Assets Exceed - - £48,000,000 
Claims Paid Exceed - £65,000,000 
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descriptive literature 


gladly sent on request 
or a demonstration 
arranged to suit your 
convenience. 


Phone :— 


Museum 9811. 









The ever increasing preference 
shown for the “National” 
Accounting Machine has been 
won by sheer merit. This unique 
machine does typewriting, book-keeping 
and accounting. No other machine offers 
so many automatic features, with the 
consequent speed and accuracy. 


Banks are using the “ National” machine 
for all classes of work, from clearings to 
general ledgers, including bank transit 


WOME 5. sc debit and credit journals 
jae advices ..... posting customers 
accounts ..... interior audit work and 


general book-keeping. 


Behind the National Accounting Machine 
are the resources and experience of the 
National Cash Register Company—the 
world’s largest manufacturer of accounting 
and record-keeping equipment. 





ACCOUNTING MACHINES 


Please address enquiries to : 
ACCOUNTING MACHINE DIVISION, 
NATIONAL CASH REGISTER CO., LTD. 
225 Tottenham Court Road, London, W. | 
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Assurance Company Limited. 


Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Established in 1824. * | 


Assets exceed £30,000,000. 


Directors : 
CHARLES EDWARD BARNETT, Chairman. 


; 
LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. + 

Sir IAN HEATHCOAT AMoRY, BarT., C.B.E. R. M. HOLLAND-MaARTIN, C.B. i 
[HE VISCOUNT BEARSTED, M.C. Davip LANDALE. 
FREDERICK CAVENDISH BENTINCK. COLONEL WILFORD N. LLoyp, C.B., C.V.O. 
ALFRED FOWELL BuxTON. Sir CHRISTOPHER T. NEEDHAM. 
JOHN CATOR. G. W. B. PORTMAN. 
Major GERALD M. A. ELLIS. Tue EArt OF RoseBery, D.S.O., M.C. 
FREDERICK CRAUFURD GOODENOUGH. WILLIAM HEARD SHELFORD. i ) 
THE MARQUESS OF HARTINGTON, M.P. ARTHUR JAMES STEWART TODD. * &§ 
C. SHIRREFF HILTON. HENRY ALEXANDER TROTTER. + 
EDWARD RALPHE Douro Hoare. RICHARD DURANT TROTTER. ; 

+ 

x 

+ 


INSURANCES OF EVERY KIND. : 


LIFE DEPARTMENT. 

Assurances with Disability Benefits (in- - 

cluding Income Benefit). 

Comprehensive Deferred Assurances for : 
Children. : | 

MOTOR INSURANCE. 

ROAD TRAFFIC ACT, 1930. 
The policies issued by the Company comply = 
with the requirements of this Act. : | 

For full information apply to the Head Office or to : 

any of the Offices or Agents of the Company. Hi 


tot 


A. LEVINE, General Manager. 
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A Banker’s Diary 


Mid-November—Mid-December 


MONEY remained stringent up to the end of November, 
and on one occasion a small amount had to be borrowed 
from the Bank. This stringency arose 
The from the continued withdrawal of French 
Money balances, from the steady increase in the 
Market yalances, from the steady increase in the 
number of Treasury bills outstanding, and 
for a few days—from the loss by the market of the 
application money in respect of the issue of £6,000,000 
4 per cent. Central Electricity Board stock. The 
incidence of this last factor was increased by the heavy 
over-subscription of the issue. The payment on De- 
cember Ist of the half-yearly dividend on the 5 per cent. 
War Loan, amounting to {£50,000,000, brought about 
an abrupt change. Contrary to the procedure of recent 
years, this payment was on this occasion financed largely 
out of Ways and Means advances from the Bank and from 
Public Departments. This meant that a large sum of 
new money was suddenly made available to the market. 
Money was thus in abundance, and short loan rates, 
which in November ran as high as 33 per cent., fell at 
one time to I per cent. and even lower. 


THE discount market failed to respond to the ease in 
money rates, and remained mainly under the influence 
of gold movements. Three months’ bills 
Discount remained at between 2-3; and 27 per cent., 
Rates and oy at rates more in consonance with Bank 
gold 
movements Tate than the low rates of 2,', per cent. 
ruling earlier in the autumn. As regards 
gold movements, France has continued to take all the 
Cape gold on offer, and also to withdraw gold from the 
Bank at the rate of about £300,000 a day, this being the 
extent of London refiners’ capacity; there is no sign 
of the French demand abating, and refiners are booked 
up well into the new year. Early in December, Germany 
also withdrew some gold, as the mark exchange had by 
then fallen to the export gold point. The reasons adduced 
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for this untoward development were withdrawals of 
German short money from London and the discounting 
here of German bills drawn against London credits. If 
this latter explanation is correct, it is just as well that 
discount rates should have hardened. Fortunately the 
Bank of England has simultaneously received a certain 
amount of gold from other quarters. This has mitigated 
the effect of the French and German withdrawals, and 
means that to some extent London is acting as the 
channel between outlying portions of the world and the 
Continent. 


For reasons discussed above, French francs and German 
marks have remained very firm, and at times the former 
rate has been well below the export gold 
eee point. In addition to this, the New York 
Snahaeune exchange has been definitely in favour of 
the United States, so much so that fears 
were expressed lest it, too, should fall to the export 
gold point. Spanish pesetas were slightly better in 
December than earlier in the autumn, though the re- 
action that immediately took place on the news of 
the attempted revolution showed that it is still very 
sensitive to adverse developments. The Belgian and 
Swiss exchanges remained at a high premium, but while 
gold could probably be sent to both centres at a profit, 
no news of any shipments has been forthcoming. Still, 
the general impression of recent exchange movements is 
that sterling has drifted into a vulnerable position, and 
while no increase in Bank rate is called for, there is 
undoubtedly a need of firmer discount rates. Silver has 
fallen to a new record level, as a result of Chinese sales to 
finance imports. 


THE November averages for the ten clearing banks carry 
on the tale of the trade depression. Deposits are again 
higher, the November total being £1,838-0 

November million, against £1,827-6 million in October. 
— - Bad trade, however, has again reduced the 
Averages needs of industry for accommodation, and 
advances have fallen between October and 

November from £938°8 to £935°4 millions. Consequently 
the banks have had more of their resources thrown back 
upon their hands, and they have had to use them in 

B 
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adding to their holdings of investments and bills. The 
former item rose between October and November from 
{272-1 to {279°8 millions, and the latter from {297-8 
to £311°4 millions. Early in December the banks 
ceased buying bills, but that is their normal procedure 
immediately before the end of the year, and does not 
mean that there is any improvement. in trade or 
expansion in the demand for loans. 


IF allowance is made for the fact that November is 
a day shorter than October and also contained five 
Sundays, exports of British goods, at 
ae £44:1 millions against {46-9 millions in 
Trade October, held their ground. Still there is 
no sign of any upward trend, and there 
were ominous export shrinkages in coal, steel, cotton 
and wool. Imports underwent a definite contraction, 
at £794 millions against {90-9 millions in October, 
while re-exports fell from {7-2 to £6°8 millions. The 
most favourable aspect of the November results was 
that the adverse trade balance was only £28-5 millions, 
which is a figure that compares very favourably with 
the experience of recent months. At a time when 
sterling is being subjected to considerable pressure, it is 
all to the good that there should be a contraction in 
the net amount due to other countries on the month’s 
foreign trade. 


In the middle of November Lord d’Abernon delivered 
an important speech to the Liverpool Chamber of 
Commerce, the subject being the monetary 

Lord aspect of the present trade depression. 
d’Abernon Basing his conclusions upon the interim 
and the Gold report of the Gold Delegation of the 
Problem lLeague’s Financial Committee, he said 
there was definite evidence of a growing 

deficiency of monetary gold, and that relief could only 
be derived from remedial measures in the management 
of gold, from greater economy in its use, and from the 
more intelligent utilisation of existing reserves. Dis- 
cussing the effects of the recent fall in world prices, 
which he insisted was in reality a rise in the “ price” 
of gold, he showed that one result was an increase in 
the price of the burden resting upon debtors, Inter- 
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national debts were an obvious case in point, for in 
the long run they could only be paid in goods, and if 
these goods were taken at an unduly low price, the 
amount required to satisfy debt payments became an 
unbearable burden. As the first essential, he said 
no country could reasonably demand payment in goods 
and at the same time impede their entry by a high 
tariff. He criticised recent American policy severely 
on these grounds, and also made the general point 
that tariffs were no remedy for the world’s present 
troubles. He concluded by saying that for England 
in particular it was essential that the fall in world 
prices should be arrested, as otherwise other countries 
could not easily liquidate their outstanding commit- 
ments, let alone place further orders for British goods. 
He suggested that the British Government should 
initiate without delay negotiations with the principal 
gold-holding and gold-using countries, with a view 
to arresting the excessive enhancement in the price 
of gold, on the ground that unless effective measures 
were taken, the result would be a world-wide catastrophe, 
both economic and political. Lord d’Abernon’s speech 
was a somewhat blunt recital of the facts, but many 
people will agree that a plain declaration of the kind 
was not out of place at the present juncture. 


AT the end of last month Mr. McKenna delivered a 
broadcast lecture on Monetary Policy. The nature 
of his ‘“‘ platform ’’—if that be the correct 

Mr. McKenna word to use—not only meant that he had 
on Money to speak in terms intelligible to a lay 
audience, but also that he had to avoid 

all controversial aspects of the question. Still, even 
with these limitations he was able to cover a great 
deal of ground and to bring out some useful points. 
He began by saying that of the two forms of money, 
bank deposits were far more important than currency, 
and this led him to concentrate upon bank deposits 
for the remainder of his lecture. He insisted that the 
public had no power of themselves to alter the total 
of money. They could determine its use and even 
transfer its ownership to a foreigner, but a change in 
its quantity could only be effected primarily by the 
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banks and ultimately by the Bank of England. From 
this he proceeded to show how the Bank of England 
by its open market policy could govern the amount 
of bank cash in existence, and it is only a slight 
criticism to point out that he neglected to explain that 
the public, by their withdrawals of currency from the 
banks, had after all a minor voice in the matter. It 
was far more important for him to point out, as he 
actually did, that the withdrawal or receipt of foreign 
balances had no direct effect upon the total of bank 
deposits. The second portion of Mr. McKenna’s lecture 
was concerned with the functions of money, and that 
quickly led him to describe the advantages of a stable 
price-level. Here the most valuable point he made 
was that although the banks could control the amount 
of money in existence, they could not control its use, 
and as American experience has shown, an excessive 
quantity of money may be diverted into the stock 
markets, to the detriment of business and commodity 
price stability. Even so he held that the banks should 
not abandon the effort to make the quantity of money 
conform to trade requirements. The final part of his 
lecture dealt with the gold standard in its international 
aspect, and here he mainly covered familiar ground. 
He concluded by saying that monetary policy was 
faced with two outstanding problems—the first, how 
to regulate the use of money, and the second, how to 
make the best use of the available supplies of gold. 
This is a clear and succinct enunciation of the gold 
problem, and it is a pity that Mr. McKenna was not 
in a position to give his views as to the best solution. 


THE wide-spread nature of the British Overseas Bank’s 
business places those responsible for the conduct of 
ne its affairs in a peculiarly advantageous 
— position to survey the general trend of 
trade, and this vests Viscount Churchill’s 

address to the shareholders at the annual 

meeting held on December gth with special interest and 
importance. Among the many points that he touched 
upon, he condemned all attempts to arrest the fall 
in prices by means of restriction schemes, and pointed out 
the way in which war debts and tariffs had aggravated 
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the situation. He dealt fully with the gold problem, 
though his comments consisted mainly of a summary and 
re-statement of such points as the operation of the gold 
standard and the maldistribution of the world’s monetary 
gold. He regarded the European political situation as 
having become more unsettled as the result of the 
economic crisis, while at home he alluded to the deadening 
effect of excessive taxation and said that the main need 
was to reduce production costs to the world level. Still it 
was a matter for satisfaction, he declared, that London 
should have strengthened her position as the leading centre 
of the world, and that New York’s threat to London’s 
supremacy should definitely have weakened. He con- 
cluded his general survey by combating vigorously the 
suggestion that the banks had been backward in giving 
adequate financial assistance to industry, and added 
that it would be more interesting to ascertain the extent 
to which basic industry had been injured by injudicious 
banking support. The revival of the attack upon British 
banks on this ground makes this last comment of Viscount 
Churchill extremely timely. 


The Present Economic Position 
of Great Britain 


A SURVEY OF THE FACTS 


HIS inquiry attempts to cover a wide field and to 
marshal the evidence on a number of questions 
which are often asked: How far are Great 

Britain’s difficulties simply our share of the misfortune 
which has fallen upon the world as a whole during the 
past year? How far has our unemployment during 
recent years been due simply to legislation, or to a rise in 
population? Is British industry becoming more efficient 
in face of its difficulties? Is its supply of credit and of 
long term savings adequate? Is it holding its own 
internationally, and is it likely to be faced with diffi- 
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culties in the future in paying for essential foods and raw 
materials ? 

The most characteristic feature of the economic 
history of the past twelve months has been the rapid and 
continuous fall in prices. Some call it a cause and some 
call it a measure of industrial depression. 

The best measure of the fall in prices, viewed as a 
world phenomenon, is given by the following price index 
numbers designed specially for international comparison. 
These are shown in Table I for Great Britain, U.S.A., 
Germany, France and Holland. 


TABLE I. 


London and Cambridge International Price Indexes. 








Sept., Aug., Nov., 


on 1925 1929. | 1930. | 1930. 

i «8 ws bi “ 100 87 72 68 

USA. «. as oa - 100 94 74 72 

Germany ws ‘a 7 100 96 87 84 
Holland. . oa ‘“ a 100 88 73 — 

France : current prices ee 100 116 105 98 

gold prices .. os 100 96 87 82 





It will be noticed that the rate of fall between 1929 
and 1930 varied in different countries, being slowest in 
Germany and France. The rate of fall over this period 
in U.S.A. was greater than in this country. Against 
this, however, must be set the fact that between 1925 and 
1929 prices had fallen much more slowly in U.S.A. 

It has often been said that the fall in prices of the 
past year has struck this country with especial severity 
because it came as a culmination of a series of years of 
falling prices. It is seen that prices had fallen much more 
slowly in France, Germany and U.S.A. French currency, 
it will be remembered, was not stabilised until 1927, and 
over this period France enjoyed a considerable rise in 
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prices expressed in francs, and only a small fall in gold 
rices. 

‘ The figure for Holland, however, is significant. 
Holland is the only country for which figures are available 
which maintains a system of free importation in any way 
comparable to ours. The fact that Dutch prices fell as 
much as British during the period 1925 to 1929, though 
it may possibly be due to peculiar causes, seems to 
indicate that protection was the main factor causing prices 
in other countries to fall more slowly than in England. 

An examination of the general situation with regard to 
prices must take account of the fact that prices of various 
kinds of commodities often did not move in sympathy. 
It is often said that the troubles of this country during 
recent years have been due to the price of our manu- 
factured goods being too high. Expressed in terms of the 
old controversy on the subject of the return of the gold 
standard, it is suggested that, after the return to the gold 
standard we claimed its advantages in the shape of lower 
prices for imported raw materials, but refused to meet its 
burdens in the shape of the necessity of bringing down the 
selling price of exported manufactures. From this policy 
on our part is traced the origin of the persistency of 
unemployment during recent years. 

It is interesting therefore to notice the figures shown 
in Table II showing relative price movements in the 
period 1924 to 1930. 


TABLE II. 


Relative price movements U.K. 


| 1930 

— 1924. 1928. 1929. (3rd 

| Otr.) 

Food (Statist) .. * ‘i 100 88°5 83°9 70°5 
Raw Materials (Statist) a 100 85-4 80:7 63-6 
Average value of British exports 100 86-3 84-1 | 80-1 


It will be seen that up to 1929 we were reducing the 
prices of our exports as rapidly as the prices of food and 
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raw materials were falling, though a considerable dis- 
crepancy has arisen during the present year. The pound 
sterling was depreciated in terms of gold on an average 
about g per cent. during the year 1929: this figure gives 
a measure of the extent to which the index figures both 
for imports and exports were reduced by their gradual 
adjustment to the gold-based currency after 1925. 


Throughout the year there has been an almost steady 
rise in the total of unemployment. In order to secure 
a better measure of the increase of unemployment 
Table III shows the unemployment figures corrected for 
seasonal changes. The figures prior to March 1930 are 
raised by 70,000, the official estimate of the effect on 
the figures of the administrative changes of the recent 
Unemployment Insurance Act. 


TABLE III. 
Unemployment crude and corrected figures. 


(Figures in thousands.) 








Corrected for 


End of Month. Crude figures. neal initia, 


1929— June 1,300 
July.. 1,272 
Aug... 1,259 
Sept. 1,289 
Ont... 1,313 
Nov. 1,338 
Dec... 1,392 

1930— Jan... 1,504 
Feb... 1,607 
Mar... 1,760 
April 1,821 
May.. 1,906 
June 2,001 
July.. 2,086 
Aug... 2,105 
Sept. 2,232 
et. «. 2,281 
Nov... 2,301 
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The stability of the general level of unemployment 
between 1922 and 1929 is in some ways misleading. 
Over this period there was a rise in the working population 
of this country as rapid as at any time in our history, 
partly owing to greater longevity and partly owing to 
the increasing proportion of the population which is 
seeking work in insurable trades (as opposed to agri- 
culture, domestic service and independent trading). 
Figures showing this are given in Table IV. 

Perhaps 60,000 of the 1928-29 increase and 70,000 of 
the 1929-30 increase are accounted for by administrative 
changes. Even so we see that the industrial system 
has been able to absorb each year a larger total of new 
workers. 


TABLE IV. 
Numbers seeking insurable employment, ages 16-64. 


(Figures in thousands.) 


— Males. Females. Total. 
Numbers in July 1927 .. 8,580 3,204 11,784 
Increase, 1927-1928 - 43 54 97 
Increase, 1928-1929 aa 128 79 207 
Increase, 1929-1930 ae 177 135 312 
Numbers in July 1930 .. 8,932 3,474 12,406 


We must conclude that the number of persons in 
employment was rising quite rapidly up to the year 1929. 
But the distribution of the working population between 
different forms of employment was very remarkable. 


During the period 1924—29 the total number employed 
in manufacture and mining rose very little, an increase 
of some 400,000 in the number employed in manufac- 
turing industry being nearly counterbalanced by the fall 
in the numbers employed in mining. The main part of 
the increase was in the distributive trades. There was 
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considerable prosperity in certain branches of industry, 
and a quite remarkable boom in building, retail trade 
and services. 

It appears that in the matter of industrial production 
the depression has hit this country less severely than 
Germany or U.S.A. According to figures given in the 
Board of Trade Journal, while the most recent British 
index of manufacturing production shows a decline of 
10 per cent. on the corresponding quarter of 1929, in 
Germany over the same period there was a fall of 20 
per cent., and in U.S.A. of 23 per cent. That this was 
not entirely due to production in these countries being 
relatively at a much higher level in 1929 is shown by 
Table VII, which has been published by the League 
of Nations Economic and Financial Section. This table 
shows the increase in industrial production in various 
countries between 1925 and 1929. 


TABLE VII. 


Increase of Industrial Production in various Countries. 


1925. 1929. 
Canada .. os - os ee 100 159 
Poland .. os he “a és 100 138 
France .. ja oe - ee 100 130 
Sweden .. jel aa o és 100 127 
Germany. . as - a as 100 122 
USM. « we - ws es 100 113 
U.K. és ~ - ‘ - 100 III 
Switzerland - is - ‘ 100 III 


It almost appears from this table that a slow rate of 
growth of manufacturing production is a sign of a 
developed economy. 

Some complain that British industry during recent 
years has been suffering from the effects of shortage of 
credit. The volume of bank-money has risen con- 
siderably, but it is suggested that it has not kept pace 
with the increasing supply of goods and services. That 
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there is some truth in this contention is shown by the 
index figures given in Table VIII below. 





TaBLeE VIII. 
1930. 
1924. | 1929. | _ 
Ist Otr. | 2nd Qtr. | 3rd Qtr. 
Volume of Bank money.. | 100} 108 105 107 109 
Industrial production .. 100 | I12 IIo 105 99 
Employment in services 100 | 120 121 120 121 


On the other hand this factor clearly does not account 
for the situation of the present year during which there 
has been a rise in bank deposits. 

Another factor must also be taken into account, 
namely, the rate at which the volume of credit turns 
over in the commodity markets (broadly represented by 
country and provincial clearings). Figures bearing on 
this are shown in Table IX. 


TABLE IX. 
Figures in {million. 


1930. 
~—— 1924. | 1927. | 1929. 


Ist | 2nd | 3rd 
Or. | Qr. | Qr. 














Bank Deposits (at 9 
clearing banks) .. | 1,632 | 1,675 | 1,762 | 1,721 | 1,748 | 1,775 
Country and Provincial 
clearings ie .. | 4,781 | 4,683 | 4,678 | 1,156 | 1,075 | 1,031 
Average annual turnover 
of deposits in country | 2°93 | 2°79 | 2°65 | 2-69 | 2°46 | 2°33 


It is surprising to find that the average rate of turnover 
as measured in this table was falling steadily in the 
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years up to 1929, and very rapidly since. The much 
larger figures of town clearings, of course, represent 
mainly financial and speculative transactions, and showed 
a big rise over the same period. The fall in the average 
rate of turnover in the commodity markets was accom- 
panied by a rise in the figures of the ratio of deposit 
accounts to current accounts in those two banks for which 
figures were published. 

In Table X below are shown the rates of growth of 
production, exports and imports of manufactures. 

Thus the export trades show a falling relative import- 
ance as compared with industries working for the home 
market. During the past year this discrepancy has 
become greater. This is in consonance with changes 
over a long period of years. An examination of the 
Census of Production results of 1907 and 1924 shows 


TABLE X. 


1930. 


—- 1924. | 1928. | 1929. 
Ist 2nd | 3rd 


Or. Or. Or. 
Volume of production .. 100 | 105°5| 111-8] 109*7| 104°9| gg°I 
Volume of exports on 100 | 104°7| 108-3| 99°9| 87-4] 85-0 


Volume of imports of 


manufactures .. a 100 135°5| 138-6| 140-9] 131°2 








that over that period the proportion of industrial output 
which was exported fell from about 33 per cent. to 
30 per cent. 

Over this same period there has been a quite re- 
markable rise in the volume of imported manufactures, 
and there has been no considerable fall over the period 
1929-30. It must, however, be pointed out that a con- 
siderable proportion of this rise is accounted for by 
two groups of commodities, petroleum products and 
non-ferrous metals, only the final stages of whose manu- 
facture can be performed here. 
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The most serious fall in exports in recent years has 
been in cotton and wool. There has been a considerable 
rise in exports of electrical goods of all kinds, which 
might have been expected: but such information as is 
available seems to suggest that in this industry, as in 
certain other expanding industries, the exports of this 
country have not been rising so rapidly as those of our 
overseas competitors. Exports of machinery on the 
other hand make a surprisingly good showing. During 
this past year coal exports have kept up remarkably 
well; this is largely accounted for by the rising demand 
of France and Belgium. 

It appears from the foregoing paragraphs that up till 
the slump British industry has been expanding its 
production at a moderately comfortable rate, and that 
there has been an increase in the average output per 
worker employed. These figures conform with estimates 
showing the amount of capital invested annually in this 
country. The best estimate in this field was prepared 
by Mr. Coates for the report of the Colwyn Commission, 
and referred to the national savings of the year 1924. 
It appeared that in that year, out of a net national 
income of some £3,800 million about £450 million to 
£500 million was saved. It is as well to take the lower 
figure because of some uncertainties about the figures 
of new issues Of this total some £100 millions was 
invested abroad. This compares strikingly with the 
figures for 1913, in which year out of a total saving of 
some £300 millions (in currency of considerably higher 
purchasing power) it appears that about £200 millions 
went abroad. 

British industry, therefore, so far as can be seen, 
has in post-war years been making use of a larger total 
of investment, although national savings were at a lower 
level, at the expense of a considerable reduction of 
investment overseas. The full figures bearing on this 
point are given in Table XIII. It is also well known that 
a considerably larger proportion of national savings 
has been devoted to provision of housing during the 
post-war years; and the capital value of new houses 
built in 1924 may be estimated at {50 million, and in 
1929 at £70 to £80 millions. 

Perhaps the most remarkable feature about the 
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post-war disposition of the national savings is that 
nearly half of the whole national savings appears to take 
the form of placings to reserve by companies and firms. 
This method of financing has increased since the war, 
and only a small proportion of the new capital for 
industry is raised by direct flotations on the stock 
market. The summaries of company balance sheets 
for years up to 1929, such as those prepared by The 
Economist, show that the rate of placings to reserve 
was well maintained. 


These conclusions as to the rate of investment of 
capital are borne out by the returns of building plans 
passed. These figures have not been affected very 
seriously by the depression of the current year, and 
had been rising throughout the period of falling prices up 
to 1929. 

The whole field surveyed above may be summarised 
in the form of an examination of the whole national 
income. The last completed estimates prepared by 
Dr. Bowley and Sir Josiah Stamp refer to the year 1924. 
The main items in their total are given in Table XI. 


TABLE XI. 


National Income, 1911 and 1924. 
(Figures in {million.) 





IgII. 1924. 

Wages . - ws ii ‘ie 770 1,600 
“Unearned ’” income (home) .. o% 270 530 
Profits and salaries a maa a 583 1,295 
Rents of land and houses. . - “ 171 222 
Net income from overseas - wi 194 156 
TOTAL é- és ‘i o. 1,988 3,803 


The figures refer to the net national income; i.e. 
interest on the national debt, unemployment benefit and 
all items representing pure transfers of income are 
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excluded. Since 1924 the total paid in wages increased 
considerably up to 1929. During this period average 
earnings rose by 2 per cent. or 3 per cent., while the 
number of persons in work rose by nearly 7 percent. At 
the same time assessments to income tax were rising 
steadily; the latest figures refer to 1928, but company 
balance sheets in general show a further rise of profits 
between 1928 and 1929. The most remarkable rise 
between 1924 and 1928 was in salaries, whose total seems 
to have risen by £70 to £80 millions. There was also a 
considerable rise in Schedule A assessments (rent of land 
and houses) and a lesser rise in the profits of manufacture 
and distribution. 


We thus reach the paradoxical conclusion that there 
was a considerable rise in the total national income 
during a period of generally falling commodity prices. 
It must be agreed that this augurs well for the recovery 
of employment and profits from the depression of the 
present year, and for the general tendency of the next 
ten years or so, even if we are faced with a permanently 
downward tendency of commodity prices. On the whole 
the figures seem to show that our increasing productivity 
would enable us to surmount the difficulties of such a 
period as we did for instance during the “ eighties” 
and “ nineties.”’ 


But no adequate explanation has yet been suggested 
of the paradox of a rising national income (expressed in 
terms of money) at a time of generally falling prices. It 
looks as if we must find our answer in the quite remarkable 
increase of the importance of services as opposed to 
manufacture. During recent years, and even during 
the present year, as the selling value of commodities has 
been declining, the selling value of services, such as the 
retailers’ margin or the rent of houses, has been stationary 
or increasing. 


These considerations of course bear upon our inter- 
national as well as our domestic position. The general 
figures relevant are given in Table XII. 


We have been able to maintain an increasing popula- 
tion and an increasing standard of living during recent 
years at an approximately constant charge for imported 
food. It will also be noticed that the relative cost of 

c 
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TABLE XII, 


Balance of Payments. 


(Figures in {million.) 


1922.| 1923. eal 1925.| 1926.| 1927.| 1928.| 1929. 











— 1913. 
| — ———e NN ee 
Imports, 
less Re-exports : 
Food ios --» | 279 | 450 | 484 | 541 | 538 | 504 | 512 | 503 | 510 
Raw Materials --- | 206 | 243 | 258 | 324 | 335 | 318 | 281 | 269 | 286 
Manufactures «+e | I7I | 203 | 230 | 266 | 289 | 290 | 297 | 292 | 305 
Exports eee --» | 525 | 720 | 767 | 801 | 773 | 653 | 709 | 724 | 730 
Value of shipping ser- 
vices ea Pa 95 | 120 | 135 | 140 | 125 | 120] 140 | 130 | 130 
Interest on overseas 
investments «++ | 210 | 170 | 170 | 190 | 225 | 245 | 245 | 245 | 245 
Other income from 
overseas... ae 35 30 30 50 65 80 80 95 | 100 
Balance available for 
overseas investment | 182 | 154 | 140 56 31 | —30] 75 | 111 | 109 


Overseas investments 
floated during year 198 | 135 | 136 | 134 88 | 112 | 139 | 144 95 








The small discrepancy found by the reader who attempts to recalculate the 
balance of credits is due to gold movements. 


our imports of raw materials is considerably less than in 
1913. The remarkable cheapness of raw materials in 
terms of manufactured goods since the war, culminating 
in the headlong fall of raw material prices during the 
present year, must in part be attributed to the slow 
fruitionof British overseas investments in the years before 
the war. Before the war U.S.A. was still on balance a 
borrowing country, and now that our overseas invest- 
ments have declined the investments of U.S.A. have 
contrived to maintain the world’s total. 


A remarkable survey has recently been published 
showing the decline of Britain’s share in the world’s 
export trade, and there is no need to republish the 
tables here. British exports of manufactures, in gold 
value, remained moderately constant for some years up to 
1929, during which period the manufactured exports of 
both Germany and U.S.A. were rising rapidly. But it 
appears that even in 1929 Great Britain retained its 
position as the largest exporter of manufactured goods 
in the world. Though the development of American 
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exports was a post-war phenomenon, the rise in German 
exports was a recovery from the very low figures of the 
inflation period. By 1929 German manufactured exports 
had about reached pre-war level, while British exports 
were stabilized at a figure somewhere below pre-war 
level. French export trade, on the other hand, presumably 
as a result of a rising internal price level, had been falling 
since 1926. 


During the present depression the export trade of 
Great Britain has been by no means the worst hit as 
compared with the trade of other exporting countries. 
The greatest proportionate fall is shown by Japan, 
and American exports have fallen in a considerably 
greater proportion than British. 


On the whole, it is difficult to predict much revival 
of British export trade in the future, and a further 
decline seems quite probable. It must be remembered, 
however, that this is a feature of a long continuing 
tendency, and also that there does not seem to be any 
immediate danger of our being put to any difficulty to 
pay for our imports of food and raw materials. In spite 
of our rapidly growing imports of manufactures, we have 
during the last seven years on the whole been able to 
maintain a considerable surplus in our international 
trade, although we have now made it impossible for 
ourselves to invest abroad on anything like the pre-war 
scale. The disadvantages of this must be assessed in the 
light of a number of considerations on the whole of a 
political rather than an economic character. Perhaps it 
is early yet to begin inquiring whether we are likely to 
be put to difficulty in the future if we leave the develop- 
ment of raw material production to investors from other 
countries. But taking the short view we can conclude 
that this country is strangely tending towards a position 
of greater self-sufficiency, physically dependent upon 
imported food and raw materials, but able to purchase 
them easily at very low prices out of the proceeds of a 
diminished export trade, with a rising national income 
consisting mainly of services. These are conclusions 
derived from a full survey of the economic statistics 
available; whether they are anything more than glorified 
short-sightedness must be decided by those who are 
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responsible for making the political and economic 
decisions which will affect the position of this country in 
the further future. 


Conclusions.—For some years prices in this country 
have been falling faster than in the rest of the world, 
probably due to our system of free importation. 

Until last year the prices of British exports were falling 
rapidly enough to keep in adjustment with general world 
prices. 

There was a remarkable rise in employment up to 1929, 
not reflected in the unemployment figures owing to 
rising population and to a less extent to recent legislative 
changes. 

Building and retail trade enjoyed a definite boom in 
1929, and have maintained their position well during 
1930. 

British industry has shown a remarkable increase in 
efficiency, as measured by output per man employed, 
during recent years. 

In 1929, the volume of credit was shrinking relative 
to the activity of industry and commerce, but in 1930 
credit has been in ample supply. 

However, over some years the average rate of turnover 
of existing credit has been diminishing. 

Export markets have been taking a gradually 
diminishing proportion of the output of British industry, 
while imports of manufactures have been rising relative 
to total production. 

The national income in terms of money was rising up 
to 1929, a rise being shown by wages, profits and salaries. 

The national savings have been steadily maintained 
at a level below the pre-war figures. 

This has mainly affected investment overseas; invest- 
ment at home appears to be on a larger scale than before 
the war. 

The British balance of overseas payments has shown 
a moderate credit balance for some years owing to a 
rise in the receipts from past investment overseas and 
heavy falls in the cost of food and raw materials. 
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Mr. Keynes on Monetary Theory 


NY intelligent undergraduate can find faults and 
A\ inconsistencies in Adam Smith; yet no seeker of 

an honours degree in economics can be excused 
reading “ The Wealth of Nations,” which, moreover, is 
still quoted as authoritative in current controversy. It 
would not be rash to predict much the same fate for 
Mr. Keynes’s new book* on monetary theory, brought 
to birth at last after protracted gestation. Doubtless there 
are faults and inconsistencies in it, but no serious student 
of economics will be able to disregard what must inevit- 
ably become the starting point for new adventures in 
the theory of money and prices. 

The expert will not find it entirely new; indeed, 
Mr. Keynes is constantly acknowledging his debt to 
others, notably Mr. D. H. Robertson and, among foreign 
economists, Irving Fisher, Wicksell and Schumpeter. 
What is new is the emphasis given to what Mr. Keynes 
considers the clue to monetary theory, namely the 
relation between savings and investment. Econo- 
mists have realized, even though many financiers and 
publicists have not, that these two things are not 
necessarily equal in volume, that, indeed, if they were 
the banking system would be an automaton and 
“changes on the side of money” could never occur. 
Mr. Keynes has attempted to make this relation the 
key factor in quantitative equations, as well as to investi- 
gate its actual variations and effects in recent years. 
The first of his Fundamental Equations may be thus 
expressed: The price level of liquid consumption goods 
is equal to the ratio of the total earnings of the com- 
munity to the total output of all goods, plus the ratio of 
the difference between the cost of production of new 
investment goods and the amount of current savings to 
the volume of liquid consumption goods and services 
flowing on to the market. That is a mouthful in words, 
but it looks simpler in symbols. 

* « A Treatise on Money,’’ by John Maynard Keynes. Vol. I. The Pure 


Theory of Money. Vol. II. The Applied Theory of Money. London, 
Macmillan & Co. 15s. net. each volume, 
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Now the first thing to be noticed about this equation 
is that it is static. The time factor is not introduced. 
Hence, if the cost of production of investment goods is 
constant, savings are constant, output of the different 
kinds of goods is constant, and the total earnings of the 
community are constant, then the price level remains 
constant even though savings may exceed or fall short 
of the cost of investment goods. Mr. Keynes possibly 
does not intend that conclusion, but he nowhere clearly 
states that the assumptions cited are mutually incom- 
patible. In fact, a dynamic element appears to have 
been omitted from his equation, which is built up from 
the statement that current expenditure on consumption 
goods is earnings less savings. But earnings, though they 
include the “normal remuneration of entrepreneurs,’ 
exclude “ profits,’ which term is reserved for gains or 
losses resulting from discrepancy between savings and 
investment; nevertheless, Mr Keynes expressly admits 
that profits may be spent upon consumption goods. Such 
expenditure has a dynamic relation to prices since, while 
itself resulting from a rise in prices, it must cause a 
further rise. 

The second fact to be noticed about the first Funda- 
mental Equation is that it relates to the price level of con- 
sumption goods. There is a similar equation for the price 
level of output as a whole, but when Mr. Keynes comes 
to discuss the price level of new investment goods the 
reader finds only a description of how the prices of stocks 
and shares are determined. Now those prices may be 
identified with the price level of existing investment 
goods, but the latter cannot be, and is not by Mr. 
Keynes, identified with the price level of new investment 
goods. This is a considerable blemish upon the logical 
completeness of Mr. Keynes’s treatment. So is the 
curious omission of any reference to the marginal con- 
ception—marginal costs or marginal efficiency—which 
has been so prominent in modern economic theory. 

Although the form of the Fundamental Equations is 
static, the import and application of them are essentially 
dynamic. It is asa practical analysis of the credit cycle 
rather than as a sublime mathematical identity that Mr. 
Keynes’s key proposition will arrest the attention of 
bankers and other students of finance. This aspect, 
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indeed, is its strength, since it affords, if not an explana- 
tion complete in itself, a structure into which the various 
elements in the cycle—monetary, industrial, psycho- 
logical—can be fitted in due order and proportion. At 
the risk of offering a mistaken interpretation, we may 
summarize Mr. Keynes’s account of the normal credit 
cycle as follows. 

Somehow or other—because the classes of persons 
deciding the volume of each are different—savings and 
investment get out of step. If investment outruns sav- 
ings, either the creation of investment goods is substi- 
tuted for the creation of consumption goods or, in the 
initial phase, the increased investment takes the form 
of additions to working capital, that is to say of 
investment goods or consumption goods in course of 
production. The ranking of increases in the store of 
unfinished goods as new investment, and of depletions 
of the store as negative investment, is an essential part of 
Mr. Keynes’s theory. The result of any of these forms of 
excess investment is a rise in prices relative to costs. 
Manufacturers make profits and are induced to extend 
their activities; even if this only results in a fresh in- 
crease of working capital, investment is further 
augmented and the inflation becomes a snowball. In 
the next stage, the supply of consumption goods becomes 
equal to the volume of earnings less savings, and prices 
fall again, but profits are not turned to losses unless 
investment falls behind saving. However, the sight of 
falling prices itself engenders an excessive bearishness, 
while “the effort to expand or to maintain the volume 
of the industrial circulation will drive the effective Bank 
rate to a level which is, in all the circumstances, deterrent 
to the new investment relatively tosaving. At this point 
the slump sets in.” 

In his second volume Mr. Keynes applies this theory 
to historical instances of booms and slumps, beginning 
most suggestively with the monetary stimulus given to 
Europe by the Spanish imports of gold in the sixteenth 
century, and concluding with the American boom of 
1928-29 and the Wall Street collapse. To the latter occa- 
sion sadly little space has been devoted. Mr. Keynes’s 
view is that up to 1927, in spite of a rapid increase in the 
recorded total of construction contracts, investment did 
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not get far ahead of saving, partly because the stock of 
working capital was but little increased, and partly 
because saving was largely augmented by the growth of 
undistributed corporation profits. Certainly there was 
no appreciable inflation of prices. Butin 1928-29, under 
the stimulus of a stock exchange bull movement, invest- 
ment outran savings and a sharp inflation of profits 
ensued. The slump of 1930 Mr. Keynes attributes 
“primarily to the deterrent effects on investment of the 
long period of dear money which preceded the stock 
market collapse, and only secondarily to the collapse 
itself.” 

By this time the reader will have grasped the essen- 
tials of the theory and guessed what is the part played by 
the banking system in this décor. Mr. Keynes, better 
conversant than most of his fellow economists with the 
practice of finance, does not neglect to discuss the 
efficacy of specific action by central banks or by other 
banks, but he appears to satisfy himself that Bank rate, 
together with open-market policy and lending discrimin- 
ation, enables the banking system to control the volume 
of investment and hence the price level. Between 
stability and gentle inflation not succeeded by deflation 
he is still somewhat hesitant. But there is more than 
one problem before the purveyors of credit. If equi- 
librium is to be secured, the external balance between 
foreign lending and foreign investment (the residue on 
account of transactions in goods and services and in- 
terest) is mecessary as well as the internal balance 
between investment and savings. The central bank of a 
country such as this must be preoccupied with the 
former consideration and, as in 1925 for instance, must 
inculcate deflation as a means of forcing down costs 
through unemployment, and thus of restoring the ex- 
ternal balance. Contemplation of the pangs of that 
process has reconciled Mr. Keynes to an arbitrary 
adjustment of the external trade balance with the aid 
of tariffs. 

If then, the banks are not impotent attachments to an 
inevitable industrial pendulum, but are in fact the 
governors of its motion, three things are essential. First, 
the central authorities must possess undisputed power 
to determine the real terms of investment. Mr. Keynes 
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concludes that such power is very much greater in Great 
Britain than in America. Second, their statistical appa- 
ratus and knowledge relating to the course of real invest- 
ment and of saving must be improved. Gradually banks 
become less secretive, but we do not yet know from all 
the joint-stock banks what is their proportion of deposit 
accounts to current accounts, to select only one impor- 
tant missing item. Our knowledge of fluctuations in real 
net investment is just as unsatisfactory as our financial 
statistics. This book will apply a new stimulus to the 
improvement of both. Third, the bankers must know 
what they are about. Let us hope that the controversy 
which Mr. Keynes’s treatise will undoubtedly arouse will 
not make confusion doubly confounded. 


British Banks and Industry 


Sir Arthur Salter’s Indictment 


IR ARTHUR SALTER’S distinguished services to 
S ine cause of European reconstruction entitle him 

always to be heard with respect, whether he speaks 
as critic or adviser, and his recent articles, published by 
the Times, dealing with the world depression in genera] 
and Britain’s disabilities in particular, have deservedly 
attracted a great deal of attention. With much of Sir 
Arthur’s diagnosis there will probably be general agree- 
ment. He starts from the premise that while there can 
be no such thing as permanent, general over-production, 
a hitch in the working of the system designed to secure 
“exchange, distribution and adjustment ” may occasion 
real, if temporary, over-production in certain directions. 
Of such over-production—with its consequences in the 
shape of falling prices, disappearing profit-margins and 
widespread unemployment—there has been ample 
evidence in the last fifteen months. But though Sir 
Arthur is confident that the world as a whole will sooner 
or later recover from the present severe depression, since 
“as the necessary adaptations [i.e. of prices, costs, 
wages, etc.] are made, consumption will again press 
hard upon productive capacity,’ he obviously shares 
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the apprehensions expressed by Mr. Arthur Loveday in 
a recent issue of the Economist, that Britain’s participa- 
tion in the recovery may be meagre, unless she sets her 
house in order before it is too late. 

For if “adaptations” are a condition precedent to 
restoration of prosperity, it follows that the outlook is 
dark for countries lacking in adaptability; and the 
crucial malady which Sir Arthur detects in Britain’s 
present condition is a rigidity and absence of “ economic 
elasticity,” which even before the world slump of 1929, 
and even in the case of the comparatively prosperous 
and expanding “ new industries,” resulted in our losing 
ground relatively to our more adaptable competitors 
abroad. And in a time of rapidly falling prices, lack of 
elasticity becomes an especially grave handicap— 

i.e. in industrial organization and management [he says] we 
suffer in many respects from having been first in the field. We 
have passed from the pioneer to the hereditary stage. Such 
competition of merit as there is is within a protected field. This 
system may often, perhaps, secure the best men, but, on the 
whole, it inevitably involves a greater conservatism of traditions 
and methods.”’ 


In addition, not only does the efficiency of much of 
our existing plant compare unfavourably with that in 
the possession of later entrants into the field of industrial 
production, but, apart from the grievous burden of our 
debt and direct taxation, we are suffering from unduly 
immobile labour and from a dangerously rigid wage- 
structure (protected directly by highly-organized trade 
unions, and indirectly by the “ dole ”) whose adjustment 
—to conform with the altered level of wholesale 
“primary ” prices—is hindered by an almost equal lack 
of elasticity in retail prices and in the cost of living. 

Few honest observers of this country’s situation will 
feel disposed to quarrel with the essential lines of this 
analysis. It is when he turns more specifically to the 
alleged shortcomings of post-war British banking that 
Sir Arthur Salter enters on somewhat controversial 
ground. Here his observations consist partly of criticism 
and partly of recommendations. Both are open to 
question. On the one hand, he says: — 


The banking system itself has neither the liquidity and 
external relation to industry of the pre-war banks nor has it 
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the positive and directing interest of the German tradition. 
Centralized and directed from five great offices, it is naturally 
less responsive to local knowledge. It has not yet created, or 
been supplemented by, any satisfactory organization either for 
financing new industries or for supplying the medium-term 
credits which so many modern industrial developments require. 


On the other hand, the British banking system, with all 
the disabilities which Sir Arthur Salter finds in it, has 
become part and parcel, he avers, of the general “ rigid” 
structure of Great Britain, since a large part of industry 
is living on “ frozen overdrafts,” which give the bankers 
a compulsive power which they “have neither the 
experience, the traditions, nor the desire to exercise 
. . ina positive direction.” 

At present the bankers’ hold upon industry through 
overdraft is described by Sir Arthur as “ sometimes like 
a dead hand upon development”: they have done 
“ something to encourage but little to compel rationaliza- 
tion.” His positive recommendation is that the Big 
Five, in association with the Bank of England, should 
agree to enforce “a common policy.” He goes on to 
say :— 

It is not, of course, suggested that the bankers should them- 
selves either frame or directly apply a reform scheme to an 
industry. They might, however, encourage the framing of 
reorganization schemes by those most competent within the 
industry itself, and, at least in some cases, help the reformers 
over the difficulty of a wrecking minority by exercising compul- 
sion through a refusal to renew accommodation. In an extreme 
case one can even imagine the banks, in association, themselves 
selecting and forming a board of experts from a given industry 
and placing the power of the terminable overdraft at their 
disposal. 


The case, thus stated, calls for considerable qualifica- 
tion. There may be a modicum of truth in the argu- 
ment that the British banking system, designed primarily 
in its nineteenth century phase to meet the needs of a 
mercantile community, has not yet evolved an adequate 
mechanism for the provision of medium-term credits, 
though the formation of the Bankers Industrial Develop- 
ment Company has gone some way to acting as a needed 
link between industrialists and the capital market. But 
is it so clear that our bankers have been guilty of lack 
of “directive purpose”? Sir Arthur does not suggest, 
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nor would it be true to say, that British industry has 
been handicapped at any time by the refusal of short- 
term accommodation for any commercially sound pro- 
position ; and most people will be inclined to think that 
any loss of “ responsiveness ” to local knowledge in the 
head offices of the Big Five has been more than offset 
by the greater magnitude of the resources which at 
need stand behind the branch manager to-day, in com- 
parison with those at the command of the local banks of 
last century. Moreover, it is no part of Sir Arthur’s case 
that the bankers should have undertaken the task of 
framing concrete schemes of rationalization and 
imposing them as the fiat of a self-constituted financial 
fascismo. His complaint, in fact, “boils down” to 
criticisms (1) that the banks are less liquid than before 
the war and the slump of 1921; (2) that they have not 
taken up shares in and assumed control of industrial 
undertakings on the German banking model; and 
(3) that the banks have not been more dictatorial in 
saying: “ Reorganize or go bankrupt.” 

The answer is, we suggest, that (1) and (2) are 
mutually contradictory arguments. If the banks have 
large “frozen” loans to industry, it is less their fault 
than the fault of a trade depression, whose duration few, 
if any, could have foreseen ; and for them to have parti- 
cipated heavily in industrial equities would have 
intensified the loss of liquidity which Sir Arthur Salter 
laments. With regard to (3), if it be admitted, as it must 
be, and is by Sir Arthur, that no rationalization scheme 
is likely to work successfully unless it is planned by and 
joined wholeheartedly by the leaders of an industry, 
what good is likely to accrue from bankers, whose 
business, it is agreed, is not to plan industrial mergers, 
rattling the financial sabre and endeavouring to terrorise 
industries into reluctantly, sulkily “ putting their house 
in order”? 

On the friendly relationship between bankers and 
their clients much depends; and consistently with the 
preservation of such relations, a good deal of “ suasion ” 
has actually been exercised by the banking community. 
But bankers, after all, have responsibilities to their 
depositors, and it is unreasonable to demand that they 
should pay so little regard to losses (which, with patience, 
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might be recoverable) as to “ force” costly bankruptcies 
simply “ pour encourager les autres.” And finally, Sir 
Arthur begs a large question by speaking in one breath 
of “overdrafts” and “loss of liquidity,” as if they 
were synonymous. We have every reason to be glad, at 
a time when other “more adaptable” countries are 
suffering from loss of public confidence in more enter- 
prising forms of banking, that the stability of the 
British banking system—thanks to the prudence of its 
controllers—remains above suspicion. 





Banking as a Career 
By Claude Luttrell 


OST professions require a fixed minimum of 
M ability if a young man leaving school enters 
them with the intention of making any particular 
profession his career: banking and the Church are, I 
should say, the only two professions which admit of the 
survival of a young man who shows less than this 
minimum of ability. 

In the last century the fool of the family was 
invariably earmarked for the Church, and the family 
living was the summit of his ambition: once he had taken 
orders and had served a few years as a curate, he could 
rely on an easy-going life as rector of a country parish 
and the prospect of a comfortable home for the rest of 
his natural days; even when he became too infirm to 
take the services on Sundays, he could continue to draw 
his stipend and pay a guinea-pig to do the duty. 

In more recent times the patrons of family livings 
have found an increasing difficulty in discovering the 
class of man who is content with the prospect of vegetat- 
ing in a small country parish: the majority of the young 
men who now take orders are gluttons for hard work 
and prefer to take duty in a large parish with plenty of 
scope for their energies. Similarly, in the banking pro- 
fession the majority of young men are keen to get on: 
evidence of this is shown by the increasing numbers of 
bank clerks who enter for the Bankers Institute examina- 
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nor would it be true to say, that British industry has 
been handicapped at any time by the refusal of short- 
term accommodation for any commercially sound pro- 
position ; and most people will be inclined to think that 
any loss of “ responsiveness ”’ to local knowledge in the 
head offices of the Big Five has been more than offset 
by the greater magnitude of the resources which at 
need stand behind the branch manager to-day, in com- 
parison with those at the command of the local banks of 
last century. Moreover, it is no part of Sir Arthur’s case 
that the bankers should have undertaken the task of 
framing concrete schemes of rationalization and 
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criticisms (1) that the banks are less liquid than before 
the war and the slump of 1921; (2) that they have not 
taken up shares in and assumed control of industrial 
undertakings on the German banking model; and 
(3) that the banks have not been more dictatorial in 
saying: “ Reorganize or go bankrupt.” 

The answer is, we suggest, that (1) and (2) are 
mutually contradictory arguments. If the banks have 
large “frozen” loans to industry, it is less their fault 
than the fault of a trade depression, whose duration few, 
if any, could have foreseen ; and for them to have parti- 
cipated heavily in industrial equities would have 
intensified the loss of liquidity which Sir Arthur Salter 
laments. With regard to (3), if it be admitted, as it must 
be, and is by Sir Arthur, that no rationalization scheme 
is likely to work successfully unless it is planned by and 
joined wholeheartedly by the leaders of an industry, 
what good is likely to accrue from bankers, whose 
business, it is agreed, is not to plan industrial mergers, 
rattling the financial sabre and endeavouring to terrorise 
industries into reluctantly, sulkily “ putting their house 
in order”? 

On the friendly relationship between bankers and 
their clients much depends; and consistently with the 
preservation of such relations, a good deal of “ suasion ” 
has actually been exercised by the banking community. 
But bankers, after all, have responsibilities to their 
depositors, and it is unreasonable to demand that they 
should pay so little regard to losses (which, with patience, 
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might be recoverable) as to “ force” costly bankruptcies 
simply “ pour encourager les autres.” And finally, Sir 
Arthur begs a large question by speaking in one breath 
of “overdrafts” and “loss of liquidity,’ as if they 
were synonymous. We have every reason to be glad, at 
a time when other “more adaptable” countries are 
suffering from loss of public confidence in more enter- 
prising forms of banking, that the stability of the 
British banking system—thanks to the prudence of its 
controllers—remains above suspicion. 
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survival of a young man who shows less than this 
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invariably earmarked for the Church, and the family 
living was the summit of his ambition: once he had taken 
orders and had served a few years as a curate, he could 
rely on an easy-going life as rector of a country parish 
and the prospect of a comfortable home for the rest of 
his natural days; even when he became too infirm to 
take the services on Sundays, he could continue to draw 
his stipend and pay a guinea-pig to do the duty. 

In more recent times the patrons of family livings 
have found an increasing difficulty in discovering the 
class of man who is content with the prospect of vegetat- 
ing in a small country parish: the majority of the young 
men who now take orders are gluttons for hard work 
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tions; whether they pass the examinations or not, the 
mere fact that they enter for them shows that they are 
ambitious and are not satisfied to develop into that class 
who are content to remain clerks for the whole of their 
banking career. At the same time, we cannot get away 
from the fact that banking is a sheltered employment, 
and when once a clerk has passed his probation stage, he 
¢an settle down to a life of drudgery, if he is so inclined, 
with the full knowledge that his salary will automatically 
increase, even if he shows a minimum amount of ability. 

Let us follow the career of two boys who enter a bank 
at the age of seventeen: both of them pass the somewhat 
elementary entry examination and are appointed to the 
same branch for the three months’ term of probation. At 
the expiration of this they are both favourably reported 
on by the manager, and are duly enrolled as clerks in 
the bank. At the end of their first year the chief clerk 
reports to the manager that one boy shows great promise, 
but the other boy is slow in the uptake. The conduct 
of both boys is good, and the manager is able to comment 
favourably on them in the annual staff report to his 
head office. 

Now let us look ahead a few years. The clerk who 
showed great promise in his first year has passed his 
Part I examination of the Bankers Institute, and is now 
a very useful member of the bank’s staff. The other 
clerk has not entered for the examination and can only 
be described as painstaking. By the time these clerks 
are twenty-one their prospects in the bank can be clearly 
foretold: one is ambitious and has the will to get on; the 
other is quite content to drift with the tide and to join 
that large body of clerks who never aspire to a position 
of responsibility, but prefer to avoid the worries which 
the post of a senior officer entails. 

It is entirely a question of temperament and self- 
confidence: the ambitious clerk is confident he can cope 
with responsibility ; the other clerk shirks responsibility. 
We can now leave the unenterprising clerk to mug along 
in a subordinate position till he can qualify for a pension 
at the end of forty years’ service, and we will follow the 
career of the clerk who is determined to reach one of the 
higher posts in the bank. 

We will take it that he has passed both the Bank 
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Institute’s examinations and thus earned the premiums 
bestowed by the bank on those members of their staff 
who have successfully passed these tests of efficiency. 

He may have to wait several years for promotion to 
a responsible post, and this is a very trying period for a 
young man who is confident that he is capable of better 
things ; probably it is during this period that a clerk shows 
his grit more than at any other time in his career. Those 
responsible for the inauguration of the new system of 
mechanization hope that the dull routine of work on day 
books and ledgers will for the future be eliminated, and, 
after a few years on the machines, a promising clerk will 
get promotion to a responsible position at a considerably 
earlier age than has hitherto been possible. 

After six or seven years’ service, during which he has 
shown that he takes an intelligent interest in his routine 
work and seizes every opportunity to learn the more 
responsible duties of the office when relieving a senior 
officer, he should by now have qualified for a post on 
the counter, when he will for the first time come in contact 
with the bank’s customers and will have a chance to 
display his courtesy and tact, as well as his intuition, to 
avoid the pitfalls which beset the path of the cashier. 

The experience he will gain on the counter will be 
invaluable to him when he becomes a manager, but 
before hecan expect to cope successfully with the lending 
side of banking he must serve a few years’ apprentice- 
ship under the chief clerk. This will give him an insight 
into the intricacies of advances, by way of loan or over- 
draft, to the bank’s customers. He will have plenty of 
opportunities for displaying his knowledge of the Law 
of Property Act, the Bills of Exchange Act and the 
general theory of the lending side of banking. Another 
year or two as securities clerk, when he will gain full 
experience of investments and Stock Exchange trans- 
actions, should complete his education for a chief 
clerkship. 

The chief clerk has a most responsible and onerous 
post ; he is responsible for the allocation of the duties of 
the staff; all questions of routine work are being con- 
stantly referred to him throughout the day; the daily 
correspondence is sifted by him before being submitted 
to the manager, and he must use his discretion in dealing 
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with this so that the manager need only be consulted on 
the more important matters relating to the day’s work. 

On being appointed chief clerk, the crucial test of our 
promising clerk commences ; it is the final stepping-stone 
to a managership, and if he carries out his duties 
efficiently, it should not be long before he is promoted 
to be manager of a small branch. 

Unless a man has more than the average ambition, he 
will be content to settle down in a pleasant billet with 
limited responsibilities and few worries, though it must 
be admitted that a manager of a branch which is not 
considered of sufficient importance to justify a chief clerk 
will have to carry out a large amount of routine work 
from which he would be relieved in a larger office. 
Probably he will have comparatively few advances to 
worry him, but the various problems which daily arise 
will have to be solved solely by him, and, though many 
of them may be of minor importance, a man must have 
plenty of self-reliance and general knowledge of banking 
to cope with them single-handed. 


Responsibility is what ultimately decides the salary 
of the bank manager, and the man who does not shirk 
this, but shows his capability to shoulder increasing 
responsibilities, is the man who quite rightly earns a high 
salary. 

There is always the danger that a manager may find 
himself rooted in a small branch permanently, but oppor- 
tunity nearly always comes to the man who seeks it, and 
a manager who displays his grit should find that a small 
branch is only a stepping-stone to a position of greater 
authority. 


We will take it that the man whose career we have 
been following has thoroughly made good at the small 
branch, and in due course is promoted to an important 
branch, with a chief clerk and a large staff. 


Most of his time will now be taken up with inter- 
viewing customers and submitting proposals to his head 
office for advances. The customers will judge him by 
the amount of tact, courtesy and general knowledge of 
affairs, not necessarily connected with banking, he 
displays. Head office will judge him by the way he 
handles his correspondence with the general manager 
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and by the result of his efforts to obtain fresh business 
for the bank. 

A sense of humour is an essential attribute to a 
manager ; without this he will constantly find himself in 
trouble with unpleasant customers, who, even in the most 
favoured branches, occasionally severely tax the patience 
and temper of the manager. Experience will teach him 
that, though it is by no means necessary for him to be a 
pessimist, he will find it necessary to discount a good deal 
of the optimism of the needy borrower. If he does not 
do this discounting himself, he will soon find that his head 
office will do it for him. 

Every manager must occasionally have an unpleasant 
interview with a disgruntled customer. He will find 
courtesy is the best weapon against rudeness. Of course, 
there are limits to the patience and forbearance of the 
best-tempered men, and there are times when one will 
be sorely tempted to kick the offender out of the room, 
but it rarely pays to let fly or, in other words, to trample 
on the customer who has been gratuitously insolent. 
There are some people who go through life trying to 
assert themselves by being rude to anyone whom they 
consider to be their inferiors ; they cannot take a ticket 
at a railway station without being offensive to the booking 
clerk, they damn the waiter at a restaurant, they curse 
their own servants and generally “see red” at the 
slightest provocation. People of this kidney are not 
worth quarrelling with, and the bank manager who has 
to have an interview with one of them must bear this in 
mind when he is itching to “ let fly.” 

Our promising clerk having now attained the 
managership of an important branch, may reasonably 
be considered to have had a successful banking career, 
with the prospect of a good pension when he retires after 
forty years’ service. 

Of course, it occasionally happens that a manager 
finds himself a square peg ina round hole. A man whose 
banking experience has been confined to a suburban 
branch may find himself appointed to the management 
of a country branch where the majority of the customers 
are country gentlemen and farmers. It will be a very 
difficult task for him to adapt himself to his new surround- 
ings, and he cannot be blamed if he fails to make good. 

D 
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The blame should be put on the people who made the 
selection. Farmers are very conservative by nature, and 
they instinctively shun a Cockney who is ignorant of 
agricultural pursuits. If their bank manager is 
“country bred” and can sympathize with them when 
times are bad, they will treat him as a personal friend and 
not merely as the representative of a huge banking 
concern. 

No man is infallible, and, in the course of a long 
banking career, mistakes are bound to be made. The 
man who admits his mistakes and doesn’t attempt to 
hoodwink his head office with trivial excuses will 
generally find that, though he may not escape without a 
rap over the knuckles, the general manager will not think 
any the worse of him for pleading guilty. The man who 
tries to cover up his lack of judgment by not disclosing 
the full facts of the case will find himself in a very 
much worse position when he has to report to his head 
office on the circumstances which eventually made it 
necessary for him to enter an account on the “ bad and 
doubtful ” list. 

The life of a bank manager can be full of interests 
apart from the hours actually spent in the bank. He 
will be brought in touch with various social matters con- 
nected with the district, and it will be entirely his fault 
if he does not take a leading position in the social as well 
as in the business activities of his neighbourhood. 

A popular bank manager is a great asset to his bank, 
especially if he makes use of his opportunities to obtain 
fresh business. He may have to accept numerous 
treasurerships, but they all bring grist to the mill, though 
they probably entail considerable extra gratuitous 
demands on his spare time. 

If I might venture to give a final word of advice to a 
bank manager, I should like to remind him that, though 
he may know the book of instructions by heart, there are 
occasions when common sense and a good judgment of 
character must supersede all the treatises on banking 
that ever were written. 
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Bankers and Surety Securities 


By Our Legal Correspondent 
III].—PRECAUTIONS ON TAKING THE SECURITY 


UR last article on this subject treated particularly 
() of disclosure and possible misrepresentation when 
we had to leave over other considerations to be 
noted upon taking and executing the security. Let us 
direct attention, for instance, to a real precaution not 
to be lightly disregarded. One would always advise a 
banker to have the form of suretyship security executed 
either in his presence or at least under circumstances 
that are not likely to threaten the validity of the 
document by the surety afterwards setting up the 
defence that “‘ he did not know what he was signing.”’ 
Such a defence could not, of course, be set up success- 
fully by the mere assertion that the surety did not 
appreciate the real meaning of the document. Prima 
facie, a person of ordinary understanding dealing in a 
matter of business is presumed to know what he or 
she is signing. Even if the complicated forms in use 
are not fully understood by them they have the 
responsibility of their signature: they can take advice 
if so minded. In any event business could not be 
conducted unless in the ordinary case a person were 
held to his signature of business papers. And the law 
as a general principle follows common sense in assuming 
that a signed document is binding and that, too, even 
if the executant does not fully comprehend its terms or 
misconstrues them. But to this general rule there 
are several exceptions which agree, we believe, also 
with good sense. As we have seen already a contract 
of suretyship is, like other contracts, subject to the 
general rules of law as to its requirements of efficacy. 
It may be convenient to group what appear to be 
exceptions to the general rule stated above under several 
heads. We would premise, however, that they are 
not so much exceptions to as rebuttals of the general 
presumption. 
First, every valid contract assumes a consensus 
mentitum—an agreement of the minds of the contracting 
D2 
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parties—and an intention of entering into the contract 
in question. This first desideratum of a valid contract 
is, as already said, presumed from the signature by 
the party of the document containing the terms of 
the contract. But suppose that one party, thinking 
he is witnessing a will or a proposal for insurance, or 
some other contract not involving personal liability, 
is in fact deceived into signing a guarantee or other 
contract of a totally different character or nature. 
This is a very different case from knowing that one is 
signing a guarantee but alleging ignorance of its terms. 
In the “ Law of Principal and Surety,” by Mr. Justice 
Rowlatt, it is truly vit that this latter class of case is 
not peculiar to suretyship but belongs to the general 
law of contract. But two modern cases are well worthy 
of attention as showing how the general principle applies 
to the particular case “of bankers’ guarantees. 

Look, for instance, at the case Carlisle & Cumberland 
Banking Co. v. Bragg, 1911, 1 K.B., 489. The bank sued 
Bragg as guarantor of the account of one Rigg, a customer 
of the bank. The defence was that Bragg never signed 
the guarantee, and that if he did, his signature was 
fraudulently obtained by Rigg who falsely represented 
to him that the document he signed was merely an 
insurance proposal form. The circumstances of the 
signing were peculiar. Rigg had been required to find 
a guarantee and it was he “and not the bank who dealt 
with Bragg. The two were drinking together, and 
Rigg asked Bragg to sign the document, saying that 
an insurance paper he had signed the day previous had 
got wet and blurred with the rain, whereupon Bragg 
signed this other paper thinking it was an insurance 
paper and never dreaming it was in fact a bank 
guarantee. Rigg forged the name of an _ attesting 
witness and handed the document to the bank who, of 
course, took it in good faith. At the trial the jury 
found these facts: That Bragg was induced to sign 
the paper by the fraud of Rigg; that he did not know 
it was a guarantee; that Rigg was not the agent of 
the bank to procure the signature; and that Bragg 
was negligent in signing the document. On these 
findings the judge gave @ judgment for Bragg and this was 
affirmed by the Court of Appeal so that the bank failed 
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to make good the guarantee. It was held that any 
“negligence’’ on the part of Bragg was not legal 
negligence: he owed no duty to the bank, he did not 
know the document had anything to do with a bank. 
On the findings of the jury that, by the fraud of Rigg, 
Bragg did not know it was a guarantee he was signing, 
the Court held, as stated by Kennedy L.J., that a 
consenting mind is necessary to a contract, and that in 
this case there was really no consensus because Bragg 
had no intention of signing a guarantee at all. Again, 
as Buckley L.J. put it: The defendant may set up 
that it is not his deed, non est factum. But the 
counsel for the bank pleaded that by Bragg’s negligence 
he was estopped from denying that it was his act. On 
this point, as Buckley L.J. explained, negligence has 
nothing to do with the plea of non est factum but 
only came in by way of estoppel as a reply to such a 
defence. And in Bragg’s case there were two obstacles 
to a negligence raising estoppel: (1) There was no 
duty to the bank which Bragg made a breach of; 
(2) it was not Bragg’s carelessness in signing that was 
the actual proximate cause of the bank’s advancing 
money on the strength of the document. The proximate 
cause was the forged attesting witness by the bank’s 
customer and his representation to them that the 
document had been validly executed as a guarantee 
by Bragg. It was Rigg’s fraudulent act (not the mere 
signature by Bragg) that led to the bank’s acting on 
the guarantee. 

Nor is the intervention of actual fraud necessary 
as an ingredient in the defence of non est factum, as the 
next case (from the Irish Courts) explains—Bank of 
England v. M’Manamy (1916), Irish Reports 161. In 
that case a bank guarantee signed by some thirty members 
of a Co-operative Agricultural and Dairy Society, guar- 
anteed the account of the Society. These members 
had all been under an entire misapprehension as to 
what they had signed, the jury finding that they thought 
they were signing quite another kind of document. 
It is interesting to cite this case because there was no 
finding of fraud in it at all. As Cherry, L.C.J., said, 
it is true that in most of the cases where a person has 
succeeded in establishing the defence of non est factum 
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there has been fraud intervening—a mistake as to the 
nature of a document is usually brought about by 
fraud. But he also pointed out truly enough that fraud 
is not an essential ingredient of the defence in question : 
“the principle of the case is not that fraud vitiates 
consent, but rather that there is an entire absence of 
consent—that the mind of the party signing under a 
fundamental error as to the nature of the document 
does not go with the act of signing, and that consequently 
there is no contract at all.” 

It is as well to have explained carefully the reason 
for the above decisions in order to draw therefrom two 
practical points for bankers dealing with such documents. 
The first point is the advisability of a banker not leaving 
his customer or anyone else to secure signature to his 
forms. Wherever possible these should be signed at 
the bank, or if not the banker should assure himself that 
the signatures, both of the surety and the attesting 
witness (where one is asked for), are attached under 
circumstances that leave no doubt that the surety is 
aware he is becoming surety. The second, and less 
important, point is, of course, to see that if the signature 
to any such document is left to be obtained by other 
folk that they cannot be regarded as agents of the bank. 
In Bragg’s case the jury negatived the suggestion that 
Rigg (the fraudulent customer who obtained the signa- 
ture) was the agent of the bank. But circumstances 
alter cases, and it is as well to avoid the danger of 
circumstances that might constitute either a customer 
or an outsider entrusted with obtaining the signature, 
an agent of the banker—excepting, of course, the case 
of trusted solicitors. 

Another mode in which consensus mentium may be 
negatived is by the operation of what is called “ undue 
influence.” This, again, is a branch of general contract 
law. It has been well summarised by Sir Frederick 
Pollock in his well-known treatise on “ Contracts” as 
follows: ‘‘ Any influence brought to bear upon a 
person entering into an agreement or consenting to a 
disposal of property, which having regard to the age 
and capacity of the party, the nature of the transaction, 
and all the circumstances of the case, appears to have 
been such as to preclude the operation of free and 
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deliberate judgment, is considered by the Courts of 
Equity to be undue influence, and is a ground for setting 
aside the act procured by its employment.” 

No banker would consider for a moment taking any 
security or agreement from a person whom he had 
reason to believe was so ill, or intoxicated, or insane as 
not to know what he was doing. But short of obvious 
cases such as these there may be “ undue influence ”’ 
in the sense suggested by the above quotation. Take 
one or two actually reported cases to illustrate the 
difficulty. A younger brother has just come of age 
and into property. His elder brothers are in debt to 
their bankers, and the younger brother, just emancipated, 
is offered as additional security. Yielding to the pressure 
of the elder brothers and without independent advice, 
the younger brother “‘ not in a position to resist the 
importunity ”’ of his elders yields to their guidance and 
pressure. The transaction may be set aside. Again, 
a married woman with separate property yields to the 
pressure of her husband, and with no separate legal 
advice, enters into a guarantee to secure her husband’s 
account. The transaction may be questioned. Or, 
again, a widow administratrix of her late husband’s 
estate is in debt to her bankers, and is, in fact, insolvent 
to the bank’s knowledge. She has a daughter interested 
in the estate who, immediately at her majority, signs 
two joint and several promissory notes with her mother 
as additional security for the mother’s debt. The trans- 
action is afterwards questioned. In vain does the bank 
manager declare that he explained to the young daughter 
the nature of her liability. She is under the eye of her 
mother. She had no independent advice. The Court 
sets the transaction aside as the result of undue influence. 

These cases do no more than indicate the nature of 
the danger. Wherever the relationship of the party and 
the circumstances of the case are such as to point to the 
possibility of any undue influence negativing a free and 
clear consent, it is wise for a banker to tactfully, but 
firmly, insist on the surety being independently advised 
and satisfying himself by evidence that will avail in a 
court of law that he or she fully understood and freely 
assented to the transaction. It is well to introduce the 
above topics specially into the law of suretyship, although 
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they are of general application in all contracts because 
in the case of securityship—i.e. answering for the debt or 
default of another person—the law is particularly vigilant 
and alert to see that there is a real agreement. The 
principles discussed above are applicable as much to 
collateral mortgaging or pledging of property or securities 
as they are to the agreement for a personal guarantee. 

A third group of problems concern the legal capacity 
of the intending surety to enter into the particular 
contract. We refer, of course, to such well known and 
common cases as limited companies and partnerships. 
This is a very different type of problem from those dealt 
with above, the possible difficulty being to secure that 
in these special cases the person or persons acting for the 
company or the partnership, as the case may be, are duly 
qualified to act. But more important still in the case of 
a limited company is the question: Has the particular 
corporation power by its constitution (i.e. its memoran- 
dum of association) to enter into obligations of suretyship 
to secure the obligations of other persons or companies ? 
Let us take the last point first. One has met cases in 
practice where trading companies have become surety 
for some good customer of theirs or for one of the sub- 
sidiary companies. In such cases do bankers always 
take the trouble to see that the company is empowered 
to act as a surety? It is true that trading companies 
have implied power to borrow for their own trade pur- 
poses even when not expressly given. But borrowing 
for their own business is a very different thing from 
becoming guarantor or surety for some outsider’s debts 
or obligations. There is no zmplied power to do this 
inherent in a trading corporation under the Companies 
Acts, save, perhaps, in some exceptional case where the 
nature of the business might necessarily and obviously 
involve such transactions—a case very rare one would 
think. Generally speaking, it is really desirable for 
bankers to see that the memorandum of association 
contains, if not words expressly giving power to act as 
surety for third parties (totzdem verbis), at least general 
words sufficient to cover such a power. In some 
memoranda one finds an express power to lend money 
to, guarantee the obligations of, or otherwise assist 
persons or companies having dealings with the company 
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as customers or otherwise. Even where the words 
“ guarantee ’’ or “‘ surety’ do not appear, general words 
empowering a company to promote, subsidize, or other- 
wise assist other persons or companies may often be 
read in the particular circumstances of the given case, 
as including the power to enter into contracts of guarantee 
or suretyship. But without express words creating the 
power or general words so obviously construable as 
reasonably including such power it is not safe to rely on 
contracts made by a company to be answerable for 
outsiders’ debts and obligations. 

There remains, of course, in the case of companies 
the necessity of seeing that the instrument is duly 
executed by the properly authorized persons on behalf 
of the company, just as in ali other contracts with 
companies. To that end the articles of the company and 
any special resolutions of the directors creating the 
authorization have to be regarded. There is one risk in 
particular that has sometimes arisen—where a company 
is guaranteeing a subsidiary company’s account, and 
there is practically the same board of directors for each, 
and directors who are also shareholders. In such a case 
there is no independent and disinterested board, and the 
contract may therefore be of no avail if challenged. 
Under most articles of association, however, a general 
meeting of the company may formally ratify the pro- 
ceeding. Again, in the case of private companies the 
only safe course is to see that the governing director, if 
personally interested in the matter, converts himself 
and any other shareholders there may be, into a general 
meeting to pass the requisite resolutions. 

In the case also of a director becoming guarantor of 
his company’s overdraft, any debenture issued by the 
company to secure the same debt must be either issued 
by an “ independent ”’ board or confirmed by a general 
meeting of the company if no independent board is 
possible. For a director-guarantor is personally interested 
in such an additional security in aid of (or in substitution 
for) his own personal obligations to the bank (Vzctors, 
Ltd., v. Lingard, 1927, 1 Chancery 323). Not only do 
the usual articles of a company provide for disclosure of 
interest in contracts, and prohibit an “interested ”’ 
director from voting on it, but the new 1929 Act 
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disclosure is made a statutory duty of a director. In the 
case of a private company where practically all the shares 
are held by the governing director, the principle holds 
good, and it is safer that a formal resolution of “ a general 
meeting ”’ should endorse the transaction. 

Coming next to partnerships, it must be remembered 
that the general rule in most cases is that all partners 
must concur in a suretyship agreement if it is effec- 
tively to bind the firm. In the usual case a single 
partner (unless, of course, expressly authorized by his 
co-partners) has no power to bind the firm to a guarantee 
or suretyship. The general rule that a partner is the 
agent of the firm and has implied power to bind it by 
his signature unless the other party knows that in fact, 
in a particular case, he has no such authority, applies 
only to the ordinary transactions incident to the partner- 
ship business. The rule is to be found in section 5 of 
the Partnership Act, 1890, subject to the qualification 
that as to a contract under seal—a deed—a single 
partner requires express authorization. But even as 
to the usual guarantees or surety-securities under hand 
does the rule apply ? 

There may be special businesses carried on in partner- 
ship that involve necessarily guarantee contracts—but 
very rarely so. In the general case the standard text- 
book, Lindley on Partnership, lays down that, unless it 
can be shown that the giving of guarantees is necessary 
for carrying on the business of the partnership in the 
ordinary course, one of the members of the firm will have 
no implied authority to bind the firm by such a contract. 
With this rule in mind each case must depend on its own 
circumstances. Course of business or ratification by the 
the other partners might settle any particular case. But 
in the ordinary way all partners should expressly concur. 

In respect of partnership guarantees there is also the 
case of a continuing guarantee given in respect of the 
transaction of a firm. By section 18 of the Partnership 
Act such a continuing guarantee is, im the absence of 
agreement to the contrary, revoked as to future trans- 
actions by any change in the constitution of the firm 
in respect of which the guarantee was given. This is 
always provided for in the common form of guarantee 
in use by the banks, but it is well to bear it in mind 
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in any exceptional case where the common form is not 
available. In every case of surety-security given in 
support of a partnership account a clause should be 
used making it clear that the surety’s liability endures 
notwithstanding death or retirement of any partner. 


Banking Appointments and 
Retirements 


HE Directors of Westminster Bank have an- 

' nounced with much regret that their chairman, 
Mr. R. Hugh Tennant, is retirmg as from 
December 31st. Mr. Tennant was born in 1860 and 
educated at Rugby. Mr. Tennant has had a long 
experience both in the banking and industrial world. 
During his banking career he was first a director and 
deputy-chairman of Crompton & Evans’ Union Bank, 
an institution well known in Derbyshire which joined 
forces with Parr’s Bank in 1913. Next Mr. Tennant 
became deputy-chairman of Parr’s Bank, and on the 
amalgamation of Parr’s Bank with the London County 
and Westminster Bank, Mr. Tennant became one of the 
two deputy-chairmen of the new combination, which a 
few years later became known as Westminster Bank. 
On Mr. Walter Leaf’s death in 1927, Mr. Tennant 
succeeded to the chairmanship, from which he now 
retires. Like the majority of leaders in the banking 
world, Mr. Tennant found time for many other activities. 
His industrial connections at one time and another 
included brewing and iron and steel, and in the latter 
sphere he is well known as a director of Stanton 
Ironworks. Among banking directorships which he holds 
are those of the Bank of British West Africa (of which 
he is deputy-chairman) and the British-Italian Banking 
Corporation. He was chairman of the Committee of the 
London Clearing Bankers in 1924-25, and President of the 
British Bankers’ Association for the same year. Mr. 
Tennant also performed much public work, as a member 
of the Council of Foreign Bondholders, of the Advisory 
Council to the Board of Trade (1924-26), and of the 
Company Law Amendment Committee (1925-26). The 
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City and bankers generally will be glad to learn that 
though he is ceasing to be Chairman of Westminster 
Bank, he will retain his seat on the board. 

Mr. Tennant is being succeeded by the Hon. Rupert 
I. Beckett, whose portrait appears on another page. 
Mr. Beckett was born in 1870, and for a long time was 
connected with the well-known Yorkshire banking house 
which bears his name. On its absorption by Westminster 
Bank in 1920, Mr. Beckett, with his brother, Sir Gervase 
Beckett, joined the board of Westminster Bank. Some 
years later, when Mr. Tennant succeeded Mr. Leaf as 
chairman, Mr. Beckett was appointed a deputy-chairman 
in Mr. Tennant’s stead. Now, upon Mr. Tennant’s 
retirement, the directors of Westminster Bank have 
once more chosen as their chairman a man who comes 
from the North and has had an extensive and varied 
industrial experience, for Mr. Beckett has been chairman 
of the Yorkshire Post since 1920, and is a member of the 
boards of the London and North Eastern Railway, Aire 
and Calder Navigation, the Royal Exchange Assurance, 
and the Yorkshire Penny Bank. Mr. Beckett’s appoint- 
ment will receive a cordial welcome, not only because of 
his past record, but also because it proves once more 
how close in reality are the relations which exist between 
banking and industry and between the north-country and 
the City of London. Thenew Chairman’s shrewdness and 
force of character are qualities which will be of high service 
to the Bank and to the City. In an age of dullness and 
mediocrity, it is a good thing that the City should have a 
man of such quality in one of its greatest posts. 

The deputy-chairmanship left vacant by Mr. Beckett 
is to be filled by the appointment of Sir Malcolm Hogg, 
who brings to his new office a rich and varied Eastern 
experience. Sir Malcolm has for 26 years been a member 
of the well-known Eastern House of Forbes, Forbes, 
Campbell and Company, and is also a director of the 
Union Bank of Australia. He was deputy-chairman of 
the Bombay Chamber of Commerce and a member of the 
Legislative Council of the Governor of Bombay from 
1915 to 1917, while for the succeeding two years he was 
Chairman of the Bombay Chamber, and a member of 
the Legislative Council of the Viceroy of India. In 1918 
he sat on the Southborough Indian Franchise Committee, 
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and from 1920 to 1925 was a member of India Council. 
He joined the Board of Westminster Bank upon his 
return from India. A son of the late Mr. Quintin Hogg, 
and brother to Lord Hailsham, Sir Malcolm has all the 
hereditary ability and public spirit which has made his 
family so universally respected. 


Barclays Bank. 

Mr. P. C. Galloway, Joint Manager with Mr. F. J. 
Smith at the City Office, 170 Fenchurch Street, has 
retired as from December 31st. Mr. Galloway has had 
4I years’ service. 

As a result of Mr. Galloway’s retirement, Mr. F. J. 
Smith has been appointed City Office Manager at that 
address. 

Mr. F. D. Stanwell, Manager at Lime Street, has been 
transferred to the City Office at Fenchurch Street, where 
he will hold the post of Deputy City Office Manager. 
Mr. Stanwell was born in 1884, and educated at Wisbech 
Grammar School. He entered the service of the London 
and South Western Bank at their Crofton Park Branch 
in 1900. In 1919 he became Chief Clerk at Barclays 
Bank Stock Exchange Branch, and in 1925 was appointed 
an Inspector of Branches. A year later he became 
Manager at Lime Street. 

Mr. T. E. Sone, a Trust Officer in the West End 
Trustee Department, has been promoted to be Manager 
of the Manchester Trustee Department. 


Lloyds Bank. 

Lloyds Bank announce the retirement of Mr. Harold A. 
Beeching, manager at their Tunbridge Wells Branch. 
Mr. Beeching was born in 1865, and educated at Chatham 
House, Ramsgate, and Magdalen College, Oxford. In 
1886 he became a partner in Beechings & Co., a private 
banking house operating at Tonbridge, Tunbridge Wells, 
and Hastings, which was founded in 1815. On this firm 
being absorbed by Lloyds Bank in 1890, Mr. Beeching 
was appointed Assistant Manager at Tunbridge Wells. 
Eleven years later he became Manager. Mr. Beeching 
was Borough Treasurer at Tunbridge Wells, and also held 
numerous other local appointments of a public character. 
For fifteen years he held a commission as Captain in the 
5th Battalion Royal Sussex Regiment, while during the 
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war he commanded the Tunbridge Wells company of the 
3rd Battalion of the Kent Volunteer Regiment. His 
recreations are mountaineering and golf. 

Mr. J. A. Moss has retired from the managership of 
Lloyds Bank’s Huddersfield Office. Mr. Moss was born 
in 1871, and joined the service of the Halifax Joint 
Stock Banking Company in 1886. In 1889 he opened 
the Todmorden branch of this firm, and twelve years 
later was transferred to the Secretarial Department at 
their Head Office. In 1906 he was appointed an Inspector 
of Branches, and in IgI2 became Sub-manager at 
Huddersfield. In 1924, five years after the Halifax 
Joint Stock Banking Company had been absorbed by 
Lloyds Bank, he became Manager at Huddersfield. 
Mr. Moss became a Fellow of the Institute of Bankers in 
1924, and holds an honorary degree. He has held 
numerous Treasurerships and other public appointments 
in Huddersfield and the vicinity. 


Westminster Bank. 

The Westminster Bank announce that Mr. H. P. G. 
Archer, an Inspector of Branches, Lombard Street 
Control, has been appointed Manager at Piccadilly Circus 
in succession to Mr. R. H. Broadfoot, whose transfer to 
Southwark was noted last month. 

Mr. F. C. Leader, Chief Clerk at Maidstone, has been 
appointed to the Inspectorship left vacant by Mr. Archer. 

Mr. L. P. C. Cann, of the Joint General Manager’s 
Department, Lombard Street, and Mr. H. Cremer, of 
the corresponding Department at Threadneedle Street, 
have been appointed Assistant Superintendents of 
Branches. 
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International Banking Keview 


HE year 1930 closed amidst troubles and diffi- 

culties in the banking of most foreign countries. In 

the United States, the wholesale suspension of 
small out-of-town banks in November was followed in 
December by the closing of the Bank of United States 
in New York. In France, the wave of failures among 
small banks continued during December. The same 
may be said to hold good as regards Germany, where 
hardly a day passes without the announcement of the 
failure of some small private banking firm. It also 
applies to Italy, where the efforts of the authorities to 
amalgamate weak banks do not always succeed in 
saving provincial banks in difficulties. There were 
isolated cases of failures also in other countries, both 
in Europe and elsewhere. 

Yet, if we consider the extent of the business depres- 
sion, we have to admit that its effect upon banking has 
so far been comparatively insignificant. With the excep- 
tion of Peru—which lost its leading national bank 
through the failure of the Banco del Peru y Londres— 
the first-rate banks remained intact in every country. It 
is only the weaker elements that are gradually being 
eliminated, the process contributing towards the con- 
solidation of banking in general. This process has been 
accelerated in most countries by amalgamation, both 
among the weaker elements and among the leading 
banks. 

UNITED STATES 

The wave of small bank failures came to a sudden 
end in November, and the majority of the banks which 
closed their doors reopened again after an interval of a 
few days. Their suspension was mostly the result of 
the depreciation of their securities, which brought their 
reserves below the legal limit; and as they were not 
insolvent, they were allowed to reopen. On the other 
hand, a suspension of a more serious nature occurred in 
December in New York itself, in consequence of the 
failure of the negotiations for fusion between the 
Manufacturers Trust Co., the Bank of United States, 
Public National Bank and Trust Co., and International 
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Trust Co. The Manufacturers Trust Co. was to absorb 
the three other institutions, thereby creating another 
thousand million bank, with Mr. J. Herbert Case, of the 
Federal Reserve Bank of New York, as chairman. This 
transaction would have had the result of rescuing the 
Bank of United States from the difficult position that it 
was known to have got into. On November 24, it was 
announced that an agreement was reached, but on 
December 10 the deal was reported to have fallen 
through. This announcement was followed by a run 
on the Bank of United States, which suspended payment 
on the following day. 

Although this was the largest bank failure in the 
history of the United States—the total resources of the 
bank amounted to about £40 millions—its significance 
ought not to be exaggerated. In well-informed banking 
circles this bank has always been suspect, as the nature 
of its business has been regarded as anything but sound. 
Had this not been the case, the American banking 
authorities would have certainly been willing and able 
to save the institution, even at a sacrifice to themselves. 
An attempt had been made to that end in its proposed 
absorption by the Manufacturers Trust Co., but its 
owners held out for unacceptable terms, on the assump- 
tion that the authorities and leading banks would do 
anything to prevent a big failure in the present condi- 
tions. This was not the case, however, as the leading 
banks considered their position strong enough to face 
the effect of the failure of the Bank of United States, and 
refused to agree to the onerous terms demanded. It is 
unfortunate that the name of the bank conveyed the 
impression, especially abroad, that it was a leading bank, 
and that it was even a bank of official standing. For this 
reason, greater importance has been attached to the 
suspension than is warranted by the actual standing of 
the bank. 

It cannot be sufficiently emphasized that, with their 
huge gold reserves, the American monetary authorities 
are well in a position to meet any emergency. Should 
any of the leading banks get into trouble—which is most 
unlikely—it would be supported to the utmost, even if 
in doing so the note circulation should have to be raised 
temporarily. 
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The year closed with an amalgamation of consider- 
able importance among two leading private banking 
houses, Brown Brothers and Co. and J. W. Harriman 
and Co. The fusion will take effect on January I, 1931; 
the name of the new bank will be Brown Brothers, 
Harriman and Co., with headquarters at 59, Wall Street, 
the old premises of Brown Brothers and Co. Both 
banking houses enjoy an international reputation ; their 
merger is solely due to the desire to strengthen them- 
selves in the present troubled conditions. 


FRANCE. 


With the reopening of the Banque Adam, the French 
banking crisis has passed its climax ; it is, however, not 
yet over. The Oustric affair continues to receive atten- 
tion in the world of politics, law and finance. It brought 
about the failure of the Tardieu Government, owing to 
the association of one of the members of the Cabinet 
and two Under-Secretaries of State with the Oustric 
group. Its legal consequences have grown into one of 
the first-rate financial scandals which enliven the French 
Law Courts from time to time. In the financial sphere, 
the aftermath of the collapse of the Oustric group was a 
wave of distrust of banks. As a result, deposits have 
been withdrawn on a large scale from banks, big and 
small; in many cases deposits withdrawn from banks 
were left in the same institutions in the form of safe 
deposits. 

While the leading banks withstood the pressure with- 
out any difficulty, a number of small banks—especially 
in the provinces—had to suspend payment. The follow- 
ing is a list of those banks which closed their doors since 
the reopening of the Banque Adam: Banque Commer- 
ciale du Havre, Le Havre; Banque Denfer, Brioude; 
Banque Commerciale et Fonciére, Paris; Société 
Fonciére Privée, Paris; Banque Commerciale de 
France, Paris; Banque Maurice Prost, Lons-le- 
Saulnier; Banque Godard, Dives-sur-Mer; Banque 
Despeyroux, Lyons. None of these banks is of any 
importance ; in every case when a well-established bank 
was placed in an awkward situation by the withdrawal 
of deposits, support was forthcoming. For instance, the 
Banque Chapuis (Comptoir d’Escompte du Rheims) was 
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reconstructed with the aid of the Banque de |’Union 
Parisienne and the Société Nancéienne de Crédit Indus- 
triel et de Dépots. It will reduce its share capital and will 
raise it again with the aid of these two banks. 

On closer investigation it was found that the position 
of the Banque Adam was less favourable than was at 
first believed. This, however, does not affect its position, 
as a powerful group has taken charge of its reconstruc- 
tion. The provisional statement of the Banque Oustric 
shows liabilities of 1,161 million francs, against which 
there are assets of 777 millions. It is doubtful, however, 
how much of this amount can be realized. 


GERMANY. 


The past month was uneventful as far as big banks 
are concerned ; but the wave of failures among small 
private banks continued. The Stuttgart banking firm, 
Bankhaus Albert Schwartz, established in 1865, sus- 
pended payment. Arrangements are being made by 
other local banks to take over the credits, amounting to 
about 24 million reichsmarks, which it had granted, and 
it is expected that creditors will be paid 70 to 80 per 
cent. of their claims. The Berlin banking firm Securius, 
Hassner and Co. has suspended payment, and it is 
feared that the deficiency is much larger than was 
originally anticipated. The Ottenser Bank, Altona- 
Ottensen, has also suspended payment. Its liabilities 
amount to 2 million reichsmarks, while its assets are 
estimated at 2,300,000 reichsmarks. It is hoped that 
creditors will be paid in full. Another suspension is that 
of the Lefo and Langenbach Bankgeschaeft, Mann- 
heim, and Bankgeschaeft Hans Sachs, Leipzig, but their 
liabilities are believed to be moderate. 

The total amount of the liabilities of the Elberfeld 
banking firm Kern, Hof und Sachsse, which suspended 
payment recently, is 1,500,000 reichsmarks. Against 
this there are assets of 1,700,000 reichsmarks, some of 
which are, however, of doubtful value. Another Essen 
banking firm, Munzensheimer and Co., whose total 
liabilities amounted to 1,800,000 reichsmarks, has paid 
a dividend of 40 per cent. to its creditors, and it is 
believed that another 20 per cent. will be forthcoming 
next year. The liabilities of the Lauenburg banking 
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firm Brinnitzer and Beer, which suspended payment 
recently, exceed its assets by about one million reichs- 
marks, of which the Reichsbank claims about 600,000 
reichsmarks. It is hoped that the liquidators of the 
Oberrheinische Bankanstalt, Konstanz, will be able to 
pay the depositors in full. The estimate, according to 
which the banking house G. H. Fischer, Halle and 
Berlin, would be able to pay its creditors 15 per cent., 
is now considered to have been too optimistic. The City 
of Frankfurt has decided to compensate the small share- 
holders of the Frankfurter Bankverein to some extent. 
They will be paid 73 per cent. of the nominal amount of 
their holdings ; and the savings deposits will be trans- 
ferred to the municipal savings bank. 


ITALY. 


As in Germany, the wave of small bank failures con- 
tinued during the month under review. The Credito 
Veneto, Padua, has suspended payment and has 
applied for a settlement with its creditors. It was estab- 
lished in 1919, and has a share capital of 10,000,000 lire. 
Another bank which suspended payment is the Credito 
Polesano, Rovigno, which was established in 1902, and 
has a capital of 8,000,000 lire. Its liabilities amount to 
80 million lire. The Banca della Venezia Giulia, with 
a capital of 5 millions and liabilities of 42 millions, also 
suspended payment. 

The situation of the Banco San Giorgio, Milan, which 
suspended payment some time ago, is more favourable 
than was anticipated. It is hoped that, as a result of 
gradual liquidation, the creditors will be paid in full. 
The Rome Courts have approved the settlement of the 
Banco Nast-Kolb with its creditors, in virtue of which 
the creditors will receive 75 per cent. On the other hand, 
the Credito Regionale Ligure, which suspended payment 
some time ago, has now been declared bankrupt. Its 
liabilities amount to 63 millions, and its assets are esti- 
mated at 45 millions. The number of its creditors is 
about 15,000. 


HOLLAND. 


The Compagnie Centrale des Préts Fonciers, the 
establishment of which was announced some time ago, 
E2 
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has now been registered in Amsterdam, with an author- 
ized capital of 10,000,000 guilder, of which 2,000,000 
guilder have been subscribed. Its general manager is 
M. de Tarde, late of the French Conseil d’Etat. The 
banking group which is responsible for its promotion is 
headed by Lazard Fréres & Cie., Paris, and includes 
a number of leading French, German, British, Dutch, 
Swiss and Czechoslovak banks, as well as the Amsterdam 
finance company of Kreuger and Toll. 


BELGIUM. 

An agreement has been concluded between the 
National Bank of Belgium and the Government, by 
which the latter is to repay its debt of 2 milliard francs 
to the bank. The balance of the “special account” of 
the Government with the National Bank has been paid, 
thereby reducing the debt to 1,462 million francs. This 
amount will be paid in 18 annual payments, increasing 
from 22 millions in 1931 to 125 millions per annum 
during 1944 to 1948. 

The Algemeene Bankvereeniging en Volksbank van 
Leuven will absorb the Bank voor Ost Vlaanderen and 
the Algemeene Beleggingskantoor; 140,000 preference 
shares of no par value will be issued to finance the 
acquisition of these two banks. The deal will constitute 
another step in the movement, which has been going on 
for some time, of amalgamation between Flemish banks. 
Another fusion arranged is that of the Handelsbank with 
the Banque Industrielle d’Anvers. 

The accounts of the Banque Belge pour |’Etranger 
for the year ended June 30, 1930, show a net profit of 
30,854,000 francs, against 30,594,000 francs for the 
previous business year. The dividend is maintained at 
ro per cent., free of Belgian tax. The net profits of the 
Banque du Congo Belge for the business year 1929-30 
amounted to 15,626,000 francs, against 15,661,000 francs 
for the previous business year. The net earnings of the 
Banque Commerciale du Congo for the business year 
1929-30 amounted to 8,533,000 francs, as compared with 
8,473,000 francs for the previous business year. 


SPAIN. 
The profits of the Banco Espafiol de Credito for 
1929-30 amounted to 11,647,000 pesetas, against 
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13,520,000 pesetas for the previous business year. The 
latter figure, however, included an extraordinary item 
of 4 million pesetas. The dividend remains unchanged 
at 10 per cent. The net profits of the Banco Espanol 
del Rio de la Plata for the past business year amounted 
to 4,255,000 pesetas, against 5,025,000 pesetas for 
1928-29. The dividend remains unchanged at 7 per 
cent. The Cia Financiera y Fiduciaria Arnus Gari, 
which is the holding company of the Banco Arnus-Gari, 
Barcelona, earned a net profit of 1,050,000 pesetas for 
1929-30, against 970,000 pesetas for the previous business 
year. It will increase its dividend from 5 per cent. to 
6 per cent. on the share capital of 10,000,000 pesetas. 

The board of the Banco de Bilbao has decided to 
issue 30,000 shares of the 80,000 shares held in its own 
portfolio. The shares of 500 pesetas nominal will be 
issued at a price of 1,250 pesetas; the surplus of 750 
pesetas per share will be added to the reserves. 


DENMARK. 

The Vejle Bank suffered a loss of 1,500,000 kroner 
through the failure of a local flour milling company. 
With the aid of the National Bank and the Privatbanken 
of Copenhagen the bank will be reconstructed. Its share 
capital will be reduced from 4,000,000 kroner to 
3,200,000 kroner, and the two institutions will deposit 
with the bank 800,000 kroner each. 


FINLAND. 

An agreement has been concluded for the amalgama- 
tion of the Helsingfors Aktiebank and the Unionbanken. 
Both banks have a share capital of 150 million Finnish 
marks, and have 22 branches each. Their capital will 
thus be the largest among Finnish banks, as the two 
largest banks, the Nordiska Foreningsbanken and the 
Kansallis Osakke Pankki, have a capital of 240 and 
200 millions respectively. 


POLAND. 

The terms of the amalgamation of the Bank 
Malopolski with the Bank Diskontovy of Warsaw have 
now been definitely settled. Holders of Bank Malopolski 
shares will receive one Bank Diskontovy share for each 
twenty shares, in addition to a small cash payment. 
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The fusion has been arranged by the Oesterreichische 
Creditanstalt, which has a controlling interest in both 
institutions. 

AUSTRIA. 


The board of directors of the Niederoesterreichische 
Escompte-Gesellschaft has co-opted M. Emile Level, 
director-general of the Banque Nationale de Crédit, and 
M. Marcel Dumuis, director-general of the Acieries et 
Forges de Firminy, Lyons. 


ROUMANIA. 


A credit of 200,000,000 French francs has been 
obtained by the Government and the National Bank of 
Roumania from a group of French banks headed by 
the Banque Francaise d’Acceptation. The credit is 
guaranteed by the Government and the National Bank ; 
it bears interest at 9 per cent., and is redeemable by 
August 15, 193I. 

The Banca Eskenasy, Craiova, suspended payment 
on November 19, 1930. Its deposits amount to 
540,000,000 lei. The bank submitted to its creditors a 
proposal to repay its debts in three years. The Banca 
Romana de Comert si Credit, which is affiliated to the 
Anglo-Czechoslovakian and Prague Credit Bank, closed 
its accounts for 1929 with a loss of 8,700,000 lei, and the 
parent institution has decided on its liquidation. The 
Banca Danubiana, in which the Swedish Ericsson group 
has an interest, has been working at a loss lately, and 
will be liquidated. 


TURKEY. 


The amount of “C” shares of the proposed Turkish 
State Bank to be taken over by foreign banks operating 
in Turkey is £T.1,500,000. Of this amount the Banca 
Commerciale Italiana proposes to take over £T.500,000, 
the Ottoman Bank £T.250,000, and the Deutsche Bank 
and Deutsche Orientbank £T.100,000 each. 


ARGENTINE. 


The net profits of the Banco el Hogar Argentino for 
the business year ended August 31, 1930, amounted to 
4,605,000 pesos, against 4,576,000 pesos for the previous 
year. The dividend remains unchanged at 8 per cent. 
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JAPAN. 


The Bank of Shinano, in the City of Uyeda, closed 
on November 6. It has a capital of 14,600,000 yen. Its 
difficulties are due to the depressed state of the silk 
industry, of which Uyeda is one of the principal centres. 


CHINA. 


A new bank will be founded under the name of 
Navigation Bank, with a share capital of $2,000,000. Of 
this amount, $1,200,000 will be contributed by the 
Shipping Guild. A loan of $10,000,000 is proposed to 
be issued under the guarantee of the Government. 


Owing to the Christmas holidays, THE BANKER had 

unfortunately to go to press before the arrival of tts 

American Correspondent’s usual article, which therefore 
does not appear this month. 


The International Bank’s Policy 


N the course of an address delivered on November 14 

before the American Academy of Political and Social 

Science, Mr. Gates McGarrah, chairman of the Bank 
for International Settlements, disclosed some interesting 
details as to the organization and policy of that bank. 
As authentic information about the inside working of 
the bank is none too plentiful, Mr. McGarrah’s remarks 
deserve particular attention. 

The structure of the bank consists of three divisions, 
viz. banking, relations with central banks, and Secre- 
tariat General. The banking division has two depart- 
ments : one for foreign exchange operations and the other 
for the receipt of deposits and the making of investments. 
The division for relations with Central Banks includes, 
firstly, a department for maintaining contact with central 
banks; and, secondly, a department for centralizing 
information, organizing research in monetary problems 
and for conducting the meetings of special committees 
consisting of representatives of central banks who are 
sent to Basle from time to time for the specific study of 
problems, such as, for instance, the working of the gold 
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exchange standard. The Secretariat General deals with 
administrative matters, and includes the general 
accounting section. 

Mr. McGarrah emphasized that the Bank for Inter- 
national Settlements is not a European bank. It is, 
indeed, well to lay stress upon this fact, in view of certain 
endeavours to limit the bank’s activities as far as possible 
to Europe, and to delay the establishment of relations 
with central banks outside Europe, even if they fulfil 
the conditions under which they can be admitted for 
participation. Whatever views one may hold on the 
scheme of a United States of Europe, the Bank for 
International Settlements certainly was not meant to 
become part of that scheme. The bank’s founders 
planned it to develop into a world’s bank, and Mr. 
McGarrah’s remarks are a timely reminder of that fact. 

Those who anticipated that the non-reparations 
activities of the bank would overshadow in importance 
and magnitude its reparations activities have been con- 
firmed by facts sooner than they expected. As Mr. 
McGarrah points out, while the reparations functions 
were the prime reason for the bank’s creation, these have 
already become the smaller side of its work. The 
administration of the monthly receipts is a mere routine 
operation, and nearly the whole thought and energy 
of the bank are now devoted to developments in other 
directions. Reparations funds proper represented in the 
balance sheet of October 31 less than 20 per cent. of the 
total assets. 

Although it is desirable that the bank should work 
with wide publicity, in certain respects secrecy is per- 
missible and even necessary. Mr. McGarrah is right in 
stating that it would not be appropriate to publish 
details as to the amounts held in various currencies, 
largely because one of the functions of the bank is to 
assist the exchanges in times of anticipated stress or 
temporary need. Clearly it would not be helpful to 
advertise a situation the bank is endeavouring to correct 
by disclosing the transfers of its funds from one 
currency to another. Similarly, the bank does not 
publish the interest rate it pays for deposits, lest it be 
mistaken as something in the nature of a world Bank 
rate, and alterations in it given an unduly great signi- 
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ficance. Mr. McGarrah takes the public into his con- 
fidence, however, in so far as he discloses the interesting 
fact that at present the bank is allowing one average rate 
for all currencies on the gold or gold exchange standard. 
It may be asked whether this policy does not tend to 
divert funds from currencies of countries with high rates 
of interest. If reichsmark deposits are paid the 
same rate as sterling or dollar deposits, nobody is 
likely to keep a larger amount in the former than is 
indispensable. 

Mr. McGarrah is at pains to emphasize that it is not 
the aim of the bank to attain large profits. In connection 
with this it is perhaps permissible to point out that it 
was perhaps unwise to issue a proportion of the shares 
to the general public. So long as its shares are held 
by central banks or by leading commercial and private 
banks, the dividend policy of the bank is of compara- 
tively minor importance. Once, however, the shares 
were issued to the public, the bank may lay itself open 
to the wrong kind of criticism, if the dividends it declares 
fail to come up to expectation. In spite of this, now that 
the shares have been issued to the public, it is advisable 
to face this criticism rather than to aim at high profits, 
thereby diverting the bank’s energies from the purpose 
for which it has been created. For this reason Mr. 
McGarrah’s remarks are decidedly reassuring. 

While the bank is still too young to have a fixed 
policy, it has followed certain guiding principles. The 
first of these, according to Mr. McGarrah, is the main- 
tenance of great liquidity. From this point of view, the 
decision of the board, on December 8, to take an interest 
in “ medium-term ” credits is open to criticism. Although 
the original ambitious proposal to that end has been 
duly scaled down on the recommendation of the special 
committee appointed for the examination of the 
question, the adoption of the principle itself con- 
stitutes a precedent which may not be wholly desir- 
able. As Mr. McGarrah rightly emphasizes, the 
reserves of the bank—representing mainly foreign 
exchange reserves of central banks—must be readily 
available in emergencies, and the bank must be ready 
to move funds rapidly from one country to another. 
As, according to the statutes, the bank has to balance 
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approximately its assets and liabilities in any particular 
currency, the short-term deposits of central banks 
cannot be used to any great extent for the purpose of 
supporting a currency in emergency, except with the 
approval of the central banks concerned. It is only 
the bank’s own funds and its long-term deposits that 
are available at a moment’s notice for that purpose, and 
it would be anything but desirable to tie down part of 
these resources in “ medium-term ” loans. 

With regard to the proposed arrangements for an 
international foreign exchange clearing system, the 
following remarks of Mr. McGarrah deserve attention : — 

“In connection with facilitating transfers of funds 
from one currency to another, we have been able to con- 
clude certain rediscount agreements with the banks of 
issue of the various countries. Their object is to procure 
us the currency of those banks in return for the redis- 
counting by them of some of our foreign exchange 
holdings. This means that if we suddenly require a 
given currency, instead of purchasing it in the open 
market, which might put pressure on the exchanges, we 
are able to transfer a portion of our portfolio of foreign 
bills to the central bank in question, which opens us a 
corresponding credit in its own currency. Here we have 
the first germ of the creation of a foreign exchange 
international clearing fund.” 

Although these remarks do not satisfy the curiosity 
of foreign exchange markets as to the nature of the 
proposed system, they indicate that the aim of the pro- 
ject is to diminish rather than increase the interference 
of central banks with the foreign exchange market. 

The concluding remarks of Mr. McGarrah are a 
warning against the exaggerated expectations attached 
in some quarters to the prospects of the bank. As he 
rightly emphasizes, the bank must make gradual pro- 
gress, and patient experience will disclose the best 
manner in which it can serve the public interest. 
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Recent Political Development in 


Latin-America 
(By a Banker) 


HE acute business depression which has been 
experienced in the principal world markets since 
the collapse in the autumn of 1929 of the specula- 
tive boom in securities in New York has had far-reaching 
effects in the South and Central American countries. The 
various republics comprised in that territory have 
naturally been severely affected by the decline in com- 
modity prices throughout the world, especially as their 
prosperity depends almost entirely upon the successful 
marketing of their output of primary articles. The value 
of their exports has declined considerably, and, in conse- 
quence, there is a general tendency to restrict imports. 
These economic factors cannot, of course, be attributed 
to political causes, but, in periods of financial depression, 
matters of Government policy—and especially the con- 
duct of the national finances—are naturally the subject 
of more than usually close public scrutiny and criticism. 
The parliamentary systems of Latin America—with 
their fixed Presidential term—are less elastic than those 
of Europe, so that in times of economic stress, and when 
the term of office of the existing Government has still 
some time to run, political grievances naturally tend to 
find expression in a coup d état, such as those recently 
witnessed in Argentina and elsewhere on the Latin 
American continent. These “ revolutions,” therefore, are 
not revolutions in the sense of the term as generally 
understood in English-speaking countries, being usually 
of extremely short duration and of a comparatively 
bloodless nature, with the least possible disturbance to 
the normal course of business. 

In order to illustrate the extent of the drastic fall in 
commodity prices in the South American countries, it 
is sufficient to mention the extent of the declines in the 
leading export commodities. In Argentina, wheat 
declined in price between January 1 and November 7, 
1930, by as much as 35 per cent. ; maize by 40 per cent. ; 











62 THE BANKER 


oats by 31 per cent. ; and linseed by 32 percent. Taking 
two of the leading grades of wool, Buenos Aires medium 
crossbred cheapened by 22 per cent. and Corrientes 
merino by 25 per cent. Salted oxhides fell in price by 
20 per cent. Over the same period, the quotation for 
coffee in Rio de Janeiro showed a percentage decline 
of 17; cotton of 24; and rubber of 33. Chilean barley 
showed a fall in value of 21 per cent., and Chilean mixed 
merino wool of 57 per cent. Of the leading Peruvian 
export commodities, sugar cheapened by 22 per cent., 
and cotton by approximately 23 per cent. 

The causes of the economic depression have thus been 
similar in each Republic, and it is perhaps not unnatural 
that the political unrest which first found expression in 
Bolivia in the middle of 1930 should have had reper- 
cussions of greater or lesser importance in other parts 
of the South American continent. A brief examination 
of these developments in relation to the general banking 
and financial situation is, therefore, of particular current 
interest. 

In Argentina, signs of political unrest were observable 
towards the latter part of August last, and it became 
apparent that the Administration under President 
Irigoyen was prepared to take strong measures to 
suppress any sporadic revolutionary outbreaks. 
Undoubtedly, the chief cause of discontent was popular 
dissatisfaction with lax methods of government, which 
had continued over a long period and tended to dis- 
organize the taxation system of the country, to encour- 
age extravagance in national expenditure, and generally 
to enhance Argentina’s economic difficulties. On Sep- 
tember 6, Dr. Irigoyen was forced to resign, and, with 
the assistance of the military, a new Provisional Govern- 
ment was formed. It may be said at once that this new 
administration has been well received throughout the 
country, being composed of leading citizens representa- 
tive of responsible opinion, and was almost immediately 
conceded diplomatic recognition abroad. Moreover, the 
Provisional Government received immediate financial 
support from the local foreign and native banks in 
Buenos Aires, who combined in subscribing to a loan of 
100,000,000 pesos (paper) to meet the more urgent needs 
of the Government, whilst it is also significant that a loan 
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of U.S.$50,000,000 has been arranged in New York on 
favourable terms to meet maturing obligations. 

The chief economic problem confronting the new 
Argentine Government is the rehabilitation of the 
national finances, while there is urgent need of bringing 
about a revision of the monetary and credit system of 
the Republic, which is quite inadequate for the require- 
ments of modern commerce. From time to time, seasonal 
movements of grain have necessitated special currency 
measures when the Conversion Office is not operating on 
a full gold basis, additional notes being issued, in the 
legal proportion of roo pesos (paper) per 44 pesos (gold), 
against deposits of gold in the Legations abroad, but 
the application of even such special measures cannot 
always suffice to rectify the disadvantages of an archaic 
monetary system. Funds are plentiful in the Republic, 
yet the exchange remains at a low level, and apparently 
no appreciable recovery therein can be expected, pend- 
ing amelioration of the economic situation. The Argen- 
tine gold reserve position is, as always, very strong, the 
ratio of the precious metal held against the currency note 
circulation being 82 per cent., and there is every reason 
to believe that, once a constitutional Government has 
been elected, primary consideration will be given to the 
thorough reorganization of the Republic’s credit system 
on modern lines, presumably by the abolition of the 
present dual monetary system and the centralization of 
the currency machinery in an institution working on a 
free gold standard. Should this be achieved, it could be 
said at once that, out of the recent trials and difficulties 
in Argentina, there had emerged a reform of the greatest 
possible benefit to the Republic. 

Looking back on the Brazilian revolution in perspec- 
tive, it is clear that, in many respects, this has been 
similar in character to the political changes in other 
South American Republics. Owing, however, to the vast 
extent of the Brazilian territories and the lack of com- 
munications, there was at first considerable anxiety that 
the dispute might be protracted, and the uncertainty 
was not dissipated until it became known that a coup 
d étathad occurred in thecapitaland that Dr.Washington 
Luis had been forced to resign. The defensive measures 
adopted by the previous Government in the first place 
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were extensive, and included the shipment of gold to 
New York for the purchase of arms and munitions, 
whilst on October 7 a Decree was issued establishing 
a national holiday for a period of fifteen days, the banks 
and commercial markets being therefore closed. On 
October 20, a further Decree was issued extending the 
national holiday until November 30, but permitting the 
banks to operate as usual, except in regard to the pur- 
chase of export biils, which remained the exclusive right 
of the Banco do Brasil. Withdrawals from banking 
accounts were restricted to 25 per cent. fortnightly, 
except for the payment of wages, freights, taxes, and for 
the purchase of raw materials. The Provisional Govern- 
ment took office on October 24, and immediately issued 
a Decree revoking the national holiday and replacing it 
by a moratorium for a period of thirty days in respect 
of obligations maturing between October 3 and 
November 30. Under this new Decree, bank with- 
drawals were permitted to the extent of 33 per cent. per 
fortnight, but the purchase of export bills continued to 
be confined to the Banco do Brasil. The Provisional 
Government has also suspended a Decree issued quite 
recently by the Washington Luis Administration, which 
authorized the emergency emission of paper currency to 
a total of 300,000 contos of reis—of which, however, only 
about one-third is stated actually to have gone into cir- 
culation—and permitted certain shipments of gold from 
the Banco do Brasil to London and New York. It is 
as yet uncertain what may be the outcome of the revoca- 
tion of this Decree, for the gold formed part of the 
reserves of some £10,000,000 sterling held by the Banco 
do Brasil against its currency issue. The currency posi- 
tion at the present time, therefore, presents a serious 
problem for the new Government. Ultimately, no doubt, 
the advantages to be gained by the stabilization of the 
credit situation and the exchange value of the currency 
by the functioning of a central bank will be more widely 
recognized in the Republic, and it is to be hoped that 
reforms upon these lines will be included in any future 
comprehensive programme of economic development. 
In any case, the record of Dr. Getulio Vargas, the acting 
President, as well as of those associated with him, parti- 
cularly in the Treasury, inspire hopes of a firm and 
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enlightened policy being pursued in the immediate 
future. 

In contradistinction to the currency problem in 
Brazil, as well as the great difficulties experienced in 
adjusting the amount of currency in Argentina to 
seasonal trade requirements, the credit situation in Chile 
and Colombia—where central banking systems have 
been in operation during the past few years—is 
adequately controlled by means of the raising or lowering 
of an effective discount rate, whilst the exchange value 
of the currency is maintained by the issue of foreign 
drafts payable on a gold basis or by shipment of gold, 
when necessary. Undoubtedly, the stability of credit 
and exchange achieved in these Republics has helped 
materially to enable them to resist the spread of the 
revolutionary fever to their territories, although quite 
unimportant disturbances were at one time reported in 
Chile. The instigators of the trouble in this instance 
met with no following, and there can be no question that 
the entire country is solidly behind the present 
Administration. 

The efficacy of the Banco Central de Chile perhaps 
requires no further illustration than the fact that, from 
the date of its establishment in January 1926, the 
exchange value of the currency has been maintained at 
slightly above the legal parity. In view of this fact, it 
is perhaps the more significant that, during the current 
year, at a time when Chilean trade has been hard hit, 
not only by the fall in commodity prices, but also by 
delayed exports of nitrate of soda, the value of the peso 
has declined only from 39'80 to 39'97 pesos to the pound 
sterling. Sales of nitrate of soda are now reported to 
be proceeding normally, and arrangements are in train 
whereby practically all the nitrate undertakings will be 
centralized into one national nitrate company, to bear 
the title “ Compania de Salitre de Chile,” in which both 
the Government and the producers will have a capital 
participation. 

The situation of the nitrate industry and the 
unfavourable position of the copper market are reflected 
in a very substantial reduction in the value of exports 
from Chile in the first half of 1930, the total value thereof 
being only 712,421,000 pesos, against 1,297,100,000 pesos 
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for the corresponding period of 1929, while imports 
aggregated 733,637,000 pesos, in comparison with 
743,800,000 pesos. Nevertheless, the establishment of 
this substantial surplus of imports has not involved any 
greater exchange disturbance than the trifling move- 
ment in the rate referred to above. 

In addition to the obvious advantages which would 
accrue to Argentina and Brazil from the formation of 
central banking systems, emphasis must be laid on the 
fact that the currency and credit problems would be 
greatly relieved by the extension of the use of the cheque, 
a movement which had already gained popularity in 
the case of Chile. The successful utilization of the cheque 
on an extensive scale to relieve pressure upon the cur- 
rency circulation, however, would involve as an essential 
pre-requisite the introduction of adequate legal safe- 
guards. Again, as consideration of the introduction of 
central banks in these Republics would raise the question 
of minimum gold reserves, the recommendations by the 
Financial Committee of the League of Nations that 
economy in the use of gold would be assisted by means 
of the extended use of the cheque comes at a particularly 
appropriate moment, so far as Latin America is 
concerned. 

Shortly prior to the coup d’état in Argentina, a similar 
event occurred in Peru, the Government of President 
Leguia being suddenly deposed and replaced by a 
military Junta. In this instance, the recent trend of 
politico-financial affairs in the Republic amid a pro- 
longed economic crisis caused by the low world prices for 
the country’s principal products, namely, cotton, sugar, 
copper and petroleum, induced in observers anticipations 
which were fulfilled in the change of the administrative 
regime. Unfortunately, in this instance, the change of 
Government was followed by an occurrence in the 
financial sphere not in any way attributable to political 
events, namely, the suspension of payment by the Banco 
del Peru y Londres—an old-established and highly- 
respected local institution — which took place on 
October 13, and will continue until December 31, 1930, 
during which period a decision will be arrived at as to 
whether arrangements can be made for its reconstitution. 
The exchange situation in Peru has naturally been 
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affected by the economic depression through which the 
country has been passing. During the course of last 
year, the value of the Peruvian pound tended to depre- 
ciate, and in order to rectify the situation, a Monetary 
Law was promulgated in the Republic under date 
February 10 last establishing a new monetary unit, the 
gold “sol,” ro gold soles being exchangeable for one 
Peruvian pound of the old currency. The gold parity 
of the new “sol” is 40 United States cents, or 12'166 soles 
to the pound sterling, but, in the absence of a free gold 
market, the rate has again risen, to the neighbourhood 
of 15623. The new Government, however, is evidently 
alive to the situation, a Decree having recently been 
issued appointing a special Monetary Reform Commis- 
sion to report upon the exchange situation and to suggest 
plans for definite stabilization. It remains to be seen 
as to whether the Kemmerer Commission now in 
Colombia may be invited by Peru to make recommen- 
dations, although this is believed to be not unlikely. In 
this connection, it may be mentioned that, on August 31 
last, the Banco de Reserva del Peru had a total gold 
holding at home and abroad of 50,057,028 soles, repre- 
senting 88'5 per cent. of the note issue on the same date, 
one of the highest of such ratios in the world. 

The only remaining country in which there have been 
indications of political unrest is Ecuador, where, owing 
to divergencies of opinion among different schools of 
political thought, President Isidro Ayora resigned on 
September 30 last. On the following day, however, at 
the special request of Congress and all parties of the 
State, the President consented to remain in office, a 
decision which has been generally applauded. 

In Colombia, the Presidential Elections took place in 
February last, the Liberal candidate, Sr. Olaya Herrera, 
being returned by a substantial majority. The new 
Government took office in August, and political condi- 
tions have since continued tranquil and satisfactory. The 
Government has undertaken comprehensive measures 
of retrenchment in the national expenditure, and its 
general policy has been towards the adoption of wise 
measures calculated to assist a recovery in the economic 
position of the country. Professor Kemmerer, upon 
whose recommendations the Banco de la Republica was 
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formed in Colombia in 1923, is again in that country 
surveying the financial and economic situation, and the 
Congress there is now considering proposals emanating 
from him which will tend to give more elasticity to the 
credit position. The Banco de la Republica has always 
functioned in a very satisfactory manner, and, by means 
of judicious use of its gold reserves and the operation of 
its discount rate, has maintained the exchange value of 
the currency within very narrow limits at around parity 
level. The latest statement of the Bank continues to 
show a very satisfactory position in respect to its note 
circulation, the ratio of gold cover being as much as 
116 per cent. 

In conclusion, it cannot be too strongly emphasized 
that, as has already been indicated, revolutions in Latin 
America cannot always be regarded as being revolutions 
in the military sense, since, at least in modern times, they 
have represented merely the rise to power of an opposing 
political party, such as may normally take place in 
European countries on the occasion of general elections. 
There seldom arises any question of the integrity of the 
“revolutionary ” Government, nor of the genuine aspira- 
tions of those leading a political revolt to further the best 
interests of their own country, neither are there any 
subversive outlying elements such as might lead to 
repudiation of national debts. Indeed, a classic example 
is frequently quoted in the case of Chile, when, upon one 
occasion in the latter part of the nineteenth century, both 
‘“revolutionaries”’ and the Constitutional Government 
remitted funds abroad for the service of the external 
debt. 


The Government as Banker in 
South Africa 


Il. Agriculture Credit Provisions 


GRICULTURAL Credit Act, 1926.—In 1926 a 
A further effort was made by Parliament to pro- 
vide for the credit needs of agriculture. The 
above Act makes provision for the division of the Union 
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into agricultural loan circles, in each of which an agri- 
cultural loan company is to be established. The whole 
machinery is under the immediate control of the central 
board of the Land Bank, which decides when and where 
such companies are to be established, and which also 
appoints the first directors and secretary thereof. 
Ultimately, however, these officers are to be appointed 
by the subsidiary credit societies which, as will be seen, 
are forced to contribute towards the capital of these 
companies. 

The loan companies are allowed to discount bills 
endorsed by the credit societies falling within their 
respective loan circles. They may also grant loans to 
individuals upon the security of elevator or warehouse 
receipts. The produce represented thereby, however, 
must be sold through some co-operative agricultural 
organization approved by the central board. They may 
accept deposits from shareholders and non-shareholders, 
and may rediscount their bills, obtained as above, with 
the Land Bank. They may hold necessary movable 
and immovable property and do such other business as 
the central board considers to be in the interests of 
agricultural and pastural production. The companies 
are given wide powers of recovery, and may even with- 
out recourse to any court of law seize and sell property 
of their clients. But their authority may be superseded 
by the central board if in its opinion the directors of 
any company “are dilatory in giving effect to the 
powers of recovery conferred upon them.” 

The capital of a loan company is not to be less than 
£5,000 in £1 shares, which may be held by any person. 
Those held by credit societies, however, are not trans- 
ferable, nor may they be hypothecated. Shares are first 
to be offered to the public, but any amount not taken 
up will be subscribed for by the Land Bank. When 
operations have been begun, credit societies discounting 
paper for their members are required to subscribe 1 per 
cent. of the amount of such paper for shares in the 
loancompany. Dividends are not to exceed 8 per cent., 
while the Land Bank is only entitled to a cumulative 
dividend of 5 per cent. The liability of shareholders 
is limited to the nominal amount of the shares held by 
them, and shareholders other than the Land Bank and 
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credit societies have no voting rights. Ultimately, when 
the subscriptions obtained from the societies reach such 
an amount as the central board may determine, the 
shares held by private individuals and thereafter those 
held by the Land Bank are to be retired at par. Every 
loan company is required to establish and maintain a 
reserve fund of at least 25 per cent. of its paid-up capital. 
Finally, it is laid down that the Land Bank “shall act 
as bankers to loan companies which shall deposit all 
moneys with it, on such terms and conditions as the 
central board may prescribe.” 

The rural credit societies, already referred to, are 
borrowers’ clubs consisting of at least seven members 
and not more than fifteen, save with the special consent 
of the central board. Any person exclusively or par- 
tially engaged in farming is eligible for membership, 
and no one can belong to more than one credit society 
at any one time. One of the most vital features of the 
Act is found in the following clause, which lays down 
that: “(z) Every member of a credit society shall be 
jointly and severally liable for the debts and obligations 
of such society, whether existing at the time he became 
a member or at the date of his withdrawal, which 
includes resignation, death or expulsion. (2) The liability 
of members who withdraw (which includes resignation, 
death or expulsion) from a credit society shall not be 
affected by such withdrawal, but the central board may, 
upon being satisfied that the remaining members are 
capable of discharging the debts or obligations of the 
society, and with the written consent of such remaining 
members, release such members from liability.” 

The credit societies may grant accommodation to 
their members against their bills “ having a currency of 
a period so calculated as to allow the investment of the 
amount advanced by way of accommodation to return 
the capital thereof and interest thereon within such 
period,’ but in no case of more than two years. Power 
is, however, given for extending the date of maturity of 
or renewing any loan or accommodation both by the 
loan companies and the credit societies. The societies 
may discount bills endorsed by them with their respec- 
tive loan companies, but to an amount not exceeding 
£300 for any one member, nor exceeding £200 multi- 
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plied by the number of members of the society, for the 
society as a whole. As stated above, they are required 
to subscribe 1 per cent. of the amount of all bills so 
discounted to the capital of their district loan company. 
They may also do such other business as the central 
board may from time to time permit. Their activities, 
however, are to be confined exclusively to their 
members and to their district loan company. 

The accommodation granted by credit societies may 
be for the following purposes : — 

(a) To enable members to sow, reap or dispose of 
a crop; 

(b) To purchase agricultural implements and 
machinery, livestock, feeding stuffs, seeds, fertilizers, 
and other farming requisites ; 

(c) To erect buildings (including the purchase of the 
necessary material) for treating and handling farm 
produce and for housing livestock ; 

(ad) To pay wages for and costs to be incurred in 
reaping, threshing or disposing of crops ; and 

(e) For such other purposes incidental to farming as 
the central board may from time to time permit. 

No accommodation, however, may be granted to 
enable members to discharge debts existing at the date 
of application for such accommodation. 

Except with the special sanction of the directors of 
the district company, members’ crops must be disposed 
of through, and the farming requisites purchased from, 
some co-operative agricultural organization approved 
by the loan company and carrying on business within 
that loan circle in which the credit society falls. The 
credit society has a lien over all buildings erected and 
over standing or reaped crops produced out of advances 
obtained from such society, and as for implements, live- 
stock, feed, etc., so obtained, the actual ownership is 
vested in the societies. Even these societies are given 
the right to seize and sell such property without recourse 
to a court of law, in case a member fails to meet his 
bill or “if at any time before its due date the member 
has, in the opinion of the central board, become negli- 
gent or unthrifty, or has acquired intemperate habits, 
or has failed to apply the money advanced on the bill 
to the purpose for which it was granted.” 
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Reference has already been made of the power to 
grant loans to individual farmers, including members 
of credit societies, but only against the security of ware- 
house or elevator receipts representing grain or other 
agricultural produce. The amount advanced may not 
exceed 60 per cent. of the value, “as determined by the 
central board” of such produce, nor may the currency 
of such loans exceed twelve months. It is a proviso, 
however, that such produce must be sold through some 
co-operative agricultural organization approved by the 
central board. 

The Act finally empowers the Land Bank to act as 
bankers in respect of any loan company. The Bank 
may lend any of its officers to any loan company and 
pay their salaries, etc., either wholly or partly out of the 
funds of the Bank. It may discount bills drawn or 
endorsed by a loan company and may raise further 
funds by rediscounting, with other banks, bills drawn or 
endorsed by a loan company. The Warehouse Act 
further authorizes the Land Bank to discount bills 
secured by warehouse receipts or to make advances 
against warehouse receipts presented to it by any bank, 
co-operative society or company, credit society or loan 
company. 

Such briefly is the machinery provided by the Agri- 
cultural Credit Act of 1926. It is a mere appendage of 
the Land Bank, which is given practically unlimited 
powers of control over and intervention in the affairs of 
both credit societies and loan companies. Apart from 
the question whether this cumbersome machinery is 
justified, certain features embodied in the law must 
inevitably reduce the potentialities of the scheme. These 
features are the joint and several liability of members 
of credit societies, the element of compulsory co-opera- 
tion and the extraordinarily wide powers of recovery. 
Further, in view of the conditions attaching to the shares 
held by the public, there has practically been no 
response to the invitations for subscriptions towards the 
capital of the various loan companies already estab- 
lished. Accordingly, practically the whole of their 
capitals has had to be provided by the Land Bank, viz. 
£84,886, as against £114 subscribed by the public. Up 
to the end of 1929, however, credit societies by means 
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of the compulsory 1 per cent. contribution had added 
a further £12,565. The following figures for June 30, 
1929, give an idea of what has been achieved thus far 
by the loan companies :— 








LIABILITIES. ASSETS. 

Paid-up Capital on ne 88,248 Reserve Deposit Account .. 22,382 
Land Bank .. ne .. 412,797 Bills Receivable... -. 492,119 
Sundry Creditors .. aid 6,629 Past due bills = at 13,669 
Fixed Deposits me ia 1,028 Furniture and fittings a 508 
Rebates oa ba 3 16,267 Sundry debtors as re 20 
Reserve Fund Ss sii 321 Cash in hand his a 285 
Profit and Loss (Profit) .. 3,901 Profit and Loss (Loss) ia 208 

TOTAL a .. £529,191 TOTAL Sa .. £529,191 





From the last annual report of the Land Bank, it 
appears that on December 31, 1929, there were in exis- 
tence seventeen loan companies and 840 registered credit 
societies (with 46 more awaiting registration), with a 
registered membership of 7,499, giving an average of 
89 per society. During 1929 four societies were placed 
in liquidation and dissolved by order of the central 
board “for the reason that the societies were not con- 
ducting their affairs with caution and prudence.” Since 
the inauguration of this machinery 15 credit societies 
have been liquidated and dissolved, 9 voluntarily and 
6 by order of the central board. During 1929 the exist- 
ing credit societies were joined by 689 new members, 
while 144 members resigned. Of the sixteen companies 
in operation on June 30, 1929, there were five that had 
been able to pay a dividend of 5 per cent.; four were 
able to pay 3 per cent. ; four showed a profit, but insuffi- 
cient to pay dividends, while the remaining three showed 
a loss. 

“The aggregate credit fixed by the central board, 
anc held at the disposal of loan companies, in accord- 
ance with the financial stability of the members of rural 
credit societies is £1,083,043, and bills endorsed by credit 
societies, which were rediscounted by loan companies 
with the bank in terms of the Act, amounted to 
£644,671 5s. od. at December 31, 1929.” During 1920, 
bills to the amount of £471,172 matured, of which 
amount £167,249 was repaid. The Central Board con- 
siders that “in view of the purposes for which the 
accommodation was used, and the fact that the major 








74 THE BANKER 


portion thereof was invested in livestock, the average 
repayment of 35'5 per cent. is satisfactory.” In the light 
of the above, one is induced to inquire why these 
advances are not granted for longer periods at the 
outset. This would obviate the necessity of inevitably 
having to renew the bills, and would also permit of the 
presentation of a statement which would be less 
alarming to the general public. 

In conclusion, it must be admitted that the Govern- 
ment has undoubtedly shown its appreciation of the 
credit needs of agriculture in South Africa, and has made 
bold attempts to provide for these needs. There are 
glaring anomalies, however, and definite weaknesses 
which still have to be removed. 


Banking Reviews 


English Reviews 


LOYDS Bank review for December has a most 
L_ itteresting article by Sir George Paish on “ Credit.” 

Having considered the important part played by 
credit in world economy, the writer examines the perni- 
cious effect of the war upon the credit machinery of the 
world and shows that owing to the work of reparation 
that effect is still operative. The immense amount of 
credit needed during the past sixteen years has been 
met by the mobilization of the gold supplies of the world 
and the expansion of the credit edifice erected thereon. 
The writer does not give a detailed explanation of the 
sudden restriction of credit at the commencement of the 
present depression, but he rightly hints that the specula- 
tion in securities in America was largely responsible. 
He then turns to an analysis of the present situation 
and points out that “ credit flows freely only in an atmo- 
sphere of confidence,” and that there is a singular lack 
of confidence at the present time. This, the writer states, 
is mainly due to “an entire absence of understanding of 
fundamental conditions on the part of those directly 
responsible for the affairs of the nations,” contributory 
causes being repayment of war debts and reparations, 
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barriers to international trade and Great Britain’s 
failure to resume her pre-war réle as a great investing 
nation. We feel that this accusation of the governments 
of the nations is perhaps somewhat unjust and that the 
writer has not emphasized enough the terrific burdens 
placed on nations by repayments of war debts and 
reparations, but we agree with the writer that “ nations 
cannot prosper without international credit and inter- 
national trade.” 

The reviews of the WESTMINSTER BANK and MARTINS 
BANK for November devote their leading articles to the 
examination of a report concerning the relative progress 
of British trade, as compared with that of its chief com- 
petitors, which has been compiled by Mr. A. Loveday, 
head of the Economic and Intelligence Service of the 
League of Nations and published in the monthly Trade 
Supplement of The Economist of October 15. These 
articles, which make somewhat melancholy reading, 
demonstrating that our exports are less both relatively 
and absolutely than they were pre-war, stress the point 
made by Mr. Loveday that currency inflation has given 
no advantage to our rivals; in fact, America, which has 
remained on the gold standard, has made the most rapid 
strides of any country. It is pointed out that Great 
Britain “has suffered from the coincidence of a number 
of unfortunate but largely fortuitous events which could 
have been neither foreseen nor prevented”: the war- 
time stimulus to cotton manufacture in America and 
the Far East ; the depressing effect of disarmament upon 
our heavy industries ; and the employment of fuels other 
than coal. But more important, perhaps, has been the 
rigidity of our industrial system: rigidity of wage rates, 
rigidity of unemployment insurance, and rigidity in the 
whole of our organization of production. MARTINS BANK 
review mentions an important omission in Mr. Loveday’s 
analysis of the sluggishness of our export trade, namely, 
the decrease in our foreign lending. This must be con- 
siderable, for “the Colwyn Committee estimated the 
decline in our national saving power, as compared with 
pre-war years after making the necessary allowance for 
the change in the value of money, at £150 to £200 
millions per annum.” 

The MIDLAND BANK review for November-December, 
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in an article entitled “ The Monetary Element in Trade 
Recovery,” analyses the composition of bank deposits, 
and suggests that deposit accounts may be divided into 
three parts: personal reserves; sums accumulated by 
customers for future permanent investment; and idle 
business funds. “The current account section of the 
total deposits represents to a very large extent the portion 
actively engaged in the purchase and distribution of 
goods, at all stages, and of services.” The writer con- 
siders that recovery after a period of depression will 
often be started by an increase in the relative attractive- 
ness of long-term investment, which will draw funds 
from the second division of deposits, i.e. sums accumu- 
lated for future investment, and so make more money 
available for industry and public works. The stimulus 
thereby given to industry attracts money fro1n the third 
class of deposits: “idle business funds,” and “it is for 
this reason that revival in the security and new issue 
markets, and recovery in industry and trade are often 
closely associated.” This point has not yet been 
reached, though there has been a recent revival in new 
investment, and the writer considers that the most 
important factors militating against the recovery of 
business investments are: (1) The overhanging possi- 
bility of war loan conversion, and (2) the lack of con- 
fidence in British industry due to the downward trend 
of wholesale prices, which, however, now seems to be 
coming toanend. The writer then points out that when 
recovery commences, it will be imperative not to lend too 
much to overseas borrowers, as this would lead to depre- 
ciation of sterling in terms of other currencies and 
thereby raise money rates and reduce the aggregate 
quantity of money available for trade and industry. 
“ While it may be freely recognized that monetary policy 
in our present position cannot of itself engineer a 
recovery of business prosperity, yet it is not reasonably 
to be denied that monetary policy can contribute a great 
deal to the encouragement, suppression or misdirection 
of the forces making for revival.” 

The December number of BARCLAYS BANK review 
contains an interesting note concerning the new estimate 
of the national capital of the United Kingdom, made by 
Sir Josiah Stamp in his presidential address to the Royal 
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Statistical Society in November. This estimate was 
based mainly upon assessments for purposes of income 
tax for the years 1927-8, and gives our net wealth as 
£18,045 millions, compared with £14,310 millions for 
1914. The leading article in this review is devoted to a 
speech made by Mr. F. C. Goodenough (chairman of 
the bank) at the annual banquet of the Guild of the 
Freemen of the City of London upon “ War Debts and 
War Loan.” 


Foreign Reviews 


The reviews received this month from the United 
States are somewhat guarded in their views concerning 
the depression. The NATIONAL City BANK oF NEW 
YORK review for November, for example, commences 
by stating that signs of improvement can be found, “ but 
none of them is yet important enough to give definite 
assurance that the turn has taken place.” It then later 
states, “ We do not believe business is likely to go much 
lower, and we think the next important movement will 
be upwards.” The author reminds the reader of the 
economic depression and world confusion in 1921, which, 
however, did not prevent a great recovery, and he sees 
no reason for regarding the future with anything but 
confidence. “One of the factors which is gradually 
building the foundations of a new prosperity is the pro- 
gress which industry is making in eliminating waste.” 
The long period of stagnation has enabled business men 
to overhaul their organizations and effect economies in 
working. One of the first results of this, however, is 
increased unemployment for the time being. 

The writer quotes a number of instances showing 
that the tide has turned ; stability of prices in the staple 
crops, improvement in the textile industry, firmness of 
sugar and rubber. As against these he mentions the 
reduced activity in the steel industry. 

The author of THE GUARANTY SURVEY for November 
also feels that the United States have reached the bottom 
of the depression. He goes on to add, however, that 
“While not much can be cited by way of concrete 
evidence to support this view, the very fact of reviving 
confidence is a factor of no small influence, which may 
prove to mark the turn.” The writer of this review 
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agrees with the writer of the NATIONAL CiTy BANK review 
that the signs of improvement are not at all certain, and 
he says, “ Current reports contain a mixture of favour- 
able and unfavourable factors.” Whilst industrial out- 
put is still on the decline, stock prices, commodity prices 
and bank credit have all shown tendencies, which point 
to a rise from the depression. The textile industry shows 
a more definite sign of improvement than any other 
large industrial group. 

This review also contains a short survey of “ Inter- 
Ally Debts,” and states the views of the Secretary of 
the Treasury on the question of reductions or postpone- 
ment of payment. In the annual reports of the Treasury 
Department, he “ has from time to time expressed view- 
points that strongly suggest a discouragement of the idea 
that these debts might be reduced or cancelled in the 
future.” 

The BULLETIN OF THE BANK OF POLAND contains the 
report of Mr. Charles S$. Dewey, Financial Adviser to 
the Polish Government, and deals with the various steps 
taken to put the Stabilization Plan into effect during the 
period 1927-30. The report is most exhaustive, and 
is a veritable history of financial reconstruction in 
Poland. Full statistics are also given relating to all 
branches of the economic life of the country. 

The November number of the BANK OF LONDON AND 
SOUTH AMERICA monthly review contains a long and full 
account of the political and financial developments in 
the Argentine since the revolutionary movement led by 
General Uriburu. Notwithstanding the support of the 
Government’s financial policy by the banks, the 
exchange has continued weak, but this can no doubt be 
attributed to the world-wide depression and also to the 
fact that the Argentine peso is no longer on a gold basis. 

The economic review of the BANCO DE LA NACION 
ARGENTINA also attributes the weakness of the exchange 
to the falling off in Argentine trade owing to general 
world conditions and also to a budgetary deficit. The 
author deals in some detail with the connection between 
a budget deficit and a depreciated currency. 

A report on the economic conditions in Germany, 
dated November 30, 1930, published by the DEUTSCHE 
BANK UND DISCONTO-GESELLSCHAFT, states that in the 
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staple industries of Germany there is very little improve- 
ment. The total unemployed is in the neighbourhood 
of 3,250,000, and “every six employed workers have 
to support one unemployed worker out of the product of 
their labour.” The author emphasizes the need for 
reduction in wages as “a means of greatly increasing 
Germany’s power of competing on the open market” 
in the endeavour to maintain the balance of payments 
and reparations without increasing foreign indebtedness. 
Reparations constitute a heavy burden for the popula- 
tion to bear, but the writer is confident that a policy of 
wage reduction is possible provided that there is a reduc- 
tion in the price of consumption articles. It is evident, 
however, from the news of strikes in the Berlin metal 
industry that such a policy can only be imposed with a 
great deal of friction and ill-feeling. 

The economic bulletin of the BANK OF ESTONIA, 
January-June 1930, is to hand this month, and contains 
a great deal of information about the economic life of 
the country. It is interesting to note that England holds 
first place as purchaser of Estonian products, and is 
second to Germany in the quantity of goods sent thither. 

The monthly review of CENTRAL EUROPE for Novem- 
ber 1930, published by the Anglo-International Bank, 
contains a survey of the “ European Harvest in 1930.” 
Data available up to the present show that the harvest 
is well up to the average, and the only unfavourable 
feature is the low price obtaining for agricultural pro- 
duce. This is, indeed, a serious matter for the agri- 
cultural communities, and at first sight there appears no 
apparent remedy except a year of bad harvests, so that 
the surpluses of grain throughout the world may be 
absorbed. 
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\ THE FEDERAL RESERVE SYSTEM: ITS ORIGIN AND 
GROWTH. By PAuL WarRBuRG. Two volumes. 
(Macmillan and Co. Price 50s.) 


THE great majority of books dealing with banking 
and currency can be divided into two categories, 
namely, those written by academic economists who 
are out of touch with the practical side of things and 
those written by practical experts who possess a good 
knowledge of details, but who are unable to penetrate 
beneath the surface. The number of books which com- 
bine a good knowledge of technical details with a width 
of vision is very small. Those who would be in a position 
to give the public the benefit of their knowledge, 
acquired through years of practical experience, are 
either unable or unwilling to write or too busy to find 
time for the task. For this reason, if once in a while a 
book appears from the pen of a practical banker of 
international reputation, on a subject on which he is 
known to be a leading authority, it certainly deserves 
considerable attention. 

Such a book has just appeared by Mr. Paul Warburg 
on the Federal Reserve System. It consists of two large 
volumes, containing an immense amount of most inter- 
esting and valuable material on the evolution of the 
system, its present position and its future problems. It 
is calculated to establish Mr. Warburg’s reputation as an 
author, in addition to the world-wide reputation he 
possesses as a banker. 

Volume I follows the history of the endeavours lead- 
ing to the adoption of the Federal Reserve Act of 1913. 
To the student of banking history it provides some very 
useful material, and although the controversy over the 
reform is no longer of any topical interest, it is none the 
less interesting to see the views of Mr. Warburg—whose 
prominent part in it is generally known—restated in the 
light of recent experience. 

Mr. Warburg considers that one of the most important 
shortcomings of the system is its failure to create 
important discount markets in centres other than New 
York, and its failure to lessen the congestion of the 
country’s unemployed funds in Wall Street. In fact, as he 
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rightly points out, this congestion is more pronounced 
in our days than it has ever been before. Mr. Warburg 
advocates the introduction of the system of fortnightly 
accounts on the Stock Exchange as a remedy for this evil, 
as it would divert considerable amounts of liquid funds 
from brokers’ loans. There is, of course, another side of 
the problem, for many experts in the United States hold 
the view that such a change would further encourage 
reckless speculation in Wall Street. Another practical 
suggestion of Mr. Warburg’s book is that of compelling 
banks to invest in bills a sum equal to that invested in 
the call market, and he holds the view that as a result of 
such a measure local discount markets would develop in 
various centres. His proposal as to the abolition of 
income tax on the yield of foreign funds invested in 
dollar bills is likely to meet with a unanimous approval 
in American financial quarters anxious to encourage the 
international use of the dollar bill. The existence of that 
income tax prevents considerable foreign capital from 
flowing into the New York bill market, and at present 
the great majority of dollar bills held by foreigners is 
held by central banks, which are exempted from the 
special income tax. 

Dealing with the Stock Exchange crisis of 1929, 
Mr. Warburg states that although the panic was checked 
by the courageous action of a group of New York banks, 
their attempt could never have been hazarded and won 
but for the country’s unlimited confidence in the strength 
and soundness of the Federal Reserve system. Notwith- 
standing the disappearance of some 80 milliards of 
security values in a few weeks, bank credit remained 
unshaken, “ because it rested on the rock foundation of 
the Federal Reserve system.” At the same time, how- 
ever, Mr. Warburg severely criticizes the system for 
having failed to prevent the disaster. Although he does 
not agree with those who blame the reduction of the New 
York rediscount rate to 34 per cent. as the cause of the 
boom, he believes that the delay in reversing the policy 
of easy money when it began to produce its effect in 
Wall Street was largely responsible for the development 
of the speculative fever that led to the slump of 
November 1929. He is not the only authority to hold 
that opinion. 
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Table I GOLD HOLDINGS EN1 


(IN MILLIONS OF £) © —— 


| 
| GERMaxy 








3 | rE > | | - ay 
ENGLAND] U.S.A. | FRANCE | BELGIUM NETHER: | penMARK| NORWAY | SWEDEN | a) wneta 
ase Total | Ab 
| == 

1927 | YT a 
JANUARY .. 150°3 586-8 146-1 17°7 34°2 11-1 8-1 | 12-4 | 89°6 7 2.5 
APRIL ee 151°6 622°8 146-0 18-1 34°6 10-6 | 81 12°2 90°6 5 8 
JULY es 149°5 619°1 146-0 18°4 33-2 10°0 | 81 | 12-2 | 88-1 2 4 
OCTOBER .. 149°4 610°6 146°0 19°3 31-9 10-0 | 81 12:7 | 90-6 | 3 

i | | | 

1928 | | 20-0 
JANUARY .. 154°7 577-0 145-9 21-0 33-9 10-0 8-1 12:7 | 91-3 4 19-2 
APRIL ee 157°4 564°8 | 145-9 21°7 35-9 10°0 | 81 12°38 | 95-9 4) 17°5 
JULY ee 173°2 533-2 236-7 22-9 35°9 10°70 | 81 12-7 103-1 43 15°7 
OCTOBER .. 165-1 539°3 247°3 23-1 35°9 95 | 8&1 13-1 121°2 "| 

| 

1929 18-9 
JANUARY .. 154-2 640°8 263-1 25°8 35-9 9S | 8-2 13:0 183-6 + 19-0 
APRIL .., 155-8 | 570-2 | 275-3 | 26-0 34-9 | 95 | 81 12-9 | 126-3 & doy 
JULY ee 154°4 596-3 295-2 28°8 36-7 9°5 8-1 12-9 | 97°6 4 29-2 
OCTOBER .. 131-7 619-0 320-2 29°3 36°6 9°5 8-1 13°3 | 108-3 mM 29-7 
DECEMBER 137°0 609-1 332-1 32-1 37-0 9°5 8-1 13-2 109°9 r 

1930 302 
JANUARY .. 150°5 601-9 341°8 33°6 | 87:0 9-5 8-1 13-5 | 111°8 7 20-2 
FEBRUARY 150°9 611°3 347-4 33°7 36-1 | 9-5 8-1 13-4 113°8 TY 31-0 
MARCH... 151°9 624°5 342-9 33°7 36-1 9°5 8-1 13°4 120°5 4 33-2 
APRIL ee 156-2 620-9 | 341-0 33°8 35°7 9°5 8-1 13°4 124°5 7 348 
May ee 163-6 631-4 | 340-9 34-1 35°7 9°5 8-1 13°4 125-1 ay 38-5 
JUNE ° 156-0 628-9 352-8 34°3 35-7 9°5 8-1 13°3 128-2 7 41-7 
JULY oe 156°3 615-1 355-6 34°% 35°7 9-5 8-1 13°3 128-2 "4 43-0 
AUGUST .. 152°6 608°5 370°8 34-5 32°3 9-5 8-1 13°4 128-2 ie 51'2 
SEPTEMBER 154°5 603-0 382-2 34°6 2°3 9°5 8-1 13°3 128°2 7 51-2 
OCTOBER ..| 155°6 611-0 395°3 36-2 32°7 9°5 8-1 13-3 119°6 ME 51.7 
NOVEMBER 160°4 616-3 411-4 37-0 35:2 9°5 8-1 13-3 | 106-7 | 108 55°) 
DECEMBER 154°6 | 618-1 421-5 37:1 35-2 13-3 | 107-2 | 10@- 








“1 The figures are taken from the first returns of the month, except those fa 
2 Excluding a small amount held in the Banking Department. 
8 Gold and silver holdings, 


Table II CREDIT AND CURRENCY (millions of £) 

















i 2 
| CLEARING BANKS BANK OF ENGLAND 
Other Deposits Government | 4 
Securities ‘ . A 
Deposits | Cash Advances in Banking Reserve Notes in 
| Bankers’ Depart- Circulation 
Total Balances ment } 

1927 | U 
JANUARY .. 1,693°9 196°7 897-8 116-8 —_ 32-7 | 33-2 | 365°8 A 
APRIL ee 1,641°2 191°9 912°3 102°3 - 36°5 | 35°3 376°8 } J 
JULY ee 1,682-9 193°5 919-2 102-6 — 49-1 | 33:4 | 378-8 
OCTOBER .. 1,710-2 195-6 917°9 100°4 _ 49-7 34:9 | 374:0 

1928 | | BY 
JANUARY .. 1,747°2 197°6 | 923-0 112-9 — |} 39°9 38:7 371°5 A 
APRIL ee 1,690°3 187°4 | 933-1 96-6 _ |} 82°2 42-9 373-2 J 
JULY ee 1,748°9 193-2 932-0 111°3 _ |} 29°83 58°3 376-2 0 
OCTOBER .. 1,752°7 192°4 937-9 101°2 _ | 36-4 | 52:6 370°1 

} | } } 

1929 | | | Vs 
JANUARY .. 1,809-3 198-0 956-1 | 105-0 67-6 | 55-1 | 49-8 | 363-9 Al 
APRIL 1,743°2 188-5 985-8 | 99-0 62-6 | 61°2 55°3 | 360-4 Jt 
JULY 1,778°2 189-9 985-9 101°9 65:0 | 47-3 43-2 | 368-9 0: 
OCTOBER .. 1,764°5 189-2 973°7 101-4 63°6 | 72°2 31-4 | 360°7 N 
NOVEMBER 1,751°2 186-5 973-0 97°6 58-3 63°5 36°8 | 356°5 D 
DECEMBER 1,773°3 201°2 972-7 98-8 62°5 63-3 | 30°2 369°4 

| | 

1930 | Ja 
JANUARY .. 1,767°5 192-0 969-1 111-8 75°5 | 64°9 | 538°5 | 355-8 Fr 
FERRUARY 1,714-0 181-5 | 972-2 91-4 55-6 | 41-9 | 68:7 | 347-2 M 
MARCH .. 1,682-0 181:2 | 974-7 95°8 59°4 40°5 63°3 | «=349°7 Al 
APRIL 1,712-0 187-2 968-2 101-7 65-2 | 57:1 60-6 359-8 M 
May 1,742°2 186-5 955-8 97°3 60-9 51-1 | 68:7 | 356-4 Jv 
JUNE 1,791°8 189°6 | 960-5 99-0 63-0 50-0 56-0 | 360°4 Ju 
JULY -  1,749°0 191°2 | 950-4 107-0 70°3 52-4 49°38 | 365°0 Al 
AUGUST .. 1,767°2 188-0 | 934-3 96°3 63-0 51-9 47°9 | 365°8 SE 
SEPTEMBER 1,763°9 186-4 | 926-8 100-2 66:0 | 43-4 56-2 | 359° Oc 
OCTOBER .. 1,791-0 188-7 922-3 95-9 61:0 | 42°2 60-6 | 357-2 Ne 
NOVEMBER 1,800-5 188°8 918-7 92-2 57-8 34°9 64-3 | 354-2 — . 


1 Average weekly balances, nine banks. 2 Average of four or five weekly returns. 3 “The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “A Banker's 
ae Dec. 1928 issue.) * Prior to November 1928, ‘ 
circulations. 


adjusted’’ total of bank-note and currency note 
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Table I—-cont. 
) + - - 
ARGENTINA 
TAN} 
. CZECHO- , |SWITZER-| « 7 . 
— ws POLANI | AUSTRIA /HUN GARY| ITALY | SPAIN a I 
WUSSIA | POLAND |g oy AKIA| ( | LAND SPA APAN mnnantenl REET 
Abr | Office | la Nacion 
i = = = 8 i = .=_— = race. ee 
Pi, 17-4 5°7 6-3 1°5 6-1 45:3 | 18-1 101°4 108-8 89-9 
. 17-5 6°2 6-4 1°7 6-1 45-7 18-3 102°9 108-8 89-9 
3 18+8 6°5 6°4 1-7 6-9 46°4 18-0 103-0 109-0 90-2 
3 19°4 7°6 6-4 2°4 73 46°5 | 18:3 103°1 | 108-9 | 92°9 
| ' 
4 20°0 12-1 6-7 2-4 71 49-2 | 19:5 103-2 | 108-8 96-8 
re 19°2 13-0 6-8 3°4 71 §1°2 17°1 103-4 108-9 99-0 | 
44 17°5 13-9 6-9 3-4 ig | 63-3 | 17°7 103-4 108-9 107°2 | 
“| 15+7 14:0 v1 4°9 71 54°6 | 18°6 103-4 | 108°9 97°9 | 
‘ 18-9 14°3 7°3 4°9 7°2 6 | 20°5 101-5 | 108-8 | 105-2 | 
g. 19-0 14°4 7°3 4°9 7-3 55-4 19-1 101-5 109-0 96-1 | 
ys 20°1 14°5 7°3 4°9 6°3 55°8 19°7 101°6 108°8 92-1 | 
ne 29°2 15°7 7°5 4°9 5°8 56:0 21°1 101°7 | 108°8 90-0 
29-7 16-1 7°7 4°9 5°8 1 22-3 101°7 109-8 83-3 
| | | 
ny} 30°2 16:1 7°7 4°9 6-8 56-1 | 23°6 101-7 | 1073 87°9 1-3 
ti) 0-2 16-2 oe 4:9 5-8 56°1 22°2 99-8 98°8 87°9 1:3 
rat 31°0 16°2 7°7 4°9 5°8 66-1 | 22-2 97-8 93-4 87-9 1:3 
sy 83°2 16-2 7°7 4°9 5-8 56°3 22°2 97°9 91-7 87-9 1°3 
my 84-3 16-2 77 4:9 5-8 56-3 22-9 97-9 89°2 87-9 1°3 
nu «=688°5 16°2 8:0 4°9 5-8 56°3 22-9 98-0 89-1 87-9 1:3 
- 41°7 16-2 8:0 4-9 5°8 | 66°3 22-9 98-0 } 90-2 87:9 1-3 
ry 48°0 16:2 8°6 4°9 68 | 56°5 24-2 938°0 88-9 87°9 1:3 
op 512 16-2 8-6 6-2 58 | 56°6 25°4 98-1 88:9 | 87:9 
vd 51-2 13-0 8:7 6-2 5°8 57-2 25°4 98-2 85-1 | 7°3 
104 51-1 13-0 9:2 6-2 5:8 | 57°2 26°7 98-3 | 
10, 5071 13-0 __ 9-4 os | 58 | | 26°6 97-6 ? 
ve fer Denmark, Argentina and Japan, which represent the gold holdings at the end of the month. 
Table ITI _ GOLD MOVEMENTS 
} | BANK OP | UNITED KINGDOM UNITED STATES 
| | Net | Net - VAAL GOI 
| Net | a. : ; 1 AAL GOLD 
Influx (+) | Imports | Exports ——— (+) Imports Exports mporte (+) By gid 
| or Efflux (—) | Exports (—) Exports (—) | fine pPonel 
7 ___|_€millions | £ millions £ millions | £ millions | $ millions | $ millions _| $ millions | * millions 
1927 | | 
JANUARY . 0-0 > : 3°7 —- 1:3 59-4 14-9 +44°5 3-6 
APRIL + 2-2 8 + 4:3 14°5 26 | +11:°9 | 3:5 
; JULY + *7 | 2. ; 1-2 + 1°5 10-7 18 | + 8-9 | 3°6 
OcropeR .. | + -7 | 1:3 1:0 + °3 21 10-7 | —86 | 3-6 
1928 | | 
JANUARY .. | + 3°9 4-1 2°2 + 1°9 38-3 52:1 | —13°8 3°6 
APRIL oe + 2-4 2-4 *6 | + 1:8 | 5°3 96°5 —91:2 | 3°5 
JULY ee + 2°1 4°9 1°9 + 3°0 10°3 74°2 —63°9 | 3-7 
OcropER .. | — 5-2 | 348 we | +o 14-3 1-0 | +13-3 | 3-8 
1929 | | | | 
JANUARY ., - 8 2°4 5°7 — 3:3 | 48°6 1-4 +47°2 | 3°7 
APRIL oe + 4-7 3°3 “8 + 2°5 24°7 1°6 |} +28-1 | 3-7 
JOLY ee —14°3 4-6 20-6 —16°0 35°5 8 | +84-7 | 3-8 
OCTOBER + 1°3 5°9 5°5 + <4 21°3 3°8 ; +17°5 | 3°8 
NOVEMBER + 2°3 7°4 5°7 + 1°7 yg | 30°3 —23-2 3°7 
DECEMBER +12°1 | 18°4 3°4 +10:0 8-1 72-5 | 66-4 3°6 
1930 | 
JANUARY ..| + 4:0 | 8:6 83 | + 5:3 12:9 | 8:9 | + 4:0 3:8 
FECDRUARY + 1:1 8-0 7:0 i} + 1°0 60-2 0:2 | +60°0 | 3°5 
Marca + 4°8 79 2°6 + 5:3 55°8 0-3 | +655°5 3°8 
APRIL + 6°6 8-8 3°0 + 5°8 65:8 0-1 + 65-7 3°7 
May — 6-7 9-3 12-6 — 3:3 23°5 -- +23°5 | 3-9 
JUNE + O-1 2-8 4-2 — 14 13-9 ~- +13:9 | 3:8 
JULY —38 | 61 8-3 — 32 21°9 42:5 —20-6 3-9 
August ../ +2:3 | 5:0 4-4 + 0-6 197 39°3 —19°6 3-9 
SEPTEMBER _— 4°6 42 | + 0°4 13-7 11-1 + 2°6 3-8 
OCTOBER .. + 4:8 9°3 71 + 2-2 3-9 
NOVEMBER — 5-0 8°5 8-9 _=— 0-4 3-8 
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Table IV MONEBAT. 
7 ” aes 
j LONDON 
Discount Rates Treasury Bills | 
, . | Day to | ~ | 
Week end ; ; fn a 
“— | Bank Rate} | Day. | Bank Bille | Vine Trade Weekly Tender | Amount | Amount | » |™* 
< "| $ months 3 months Rate Offered | Applied for | 
Percent. | Per cent. | Percent. Per cent. | Per cent. | £ millions | £ millions | | Pr 
1930 7 2. 
AUGUST 2 3 1t4 245 | 3t 2 4 3-71 35 41-4 
pe 9 3 | os 25; 3% 6| 8 6 4 35 43-2 
a 16 3 245 28 | 3 +| 2 4 4-37 35 44°8 
- a 3 1} 2% =6| (8k 2 2 1-33 35 43-3 | fT | 
e 30 3 1 28, 34 2 0 6-14 35 40-5 | | 
SEPTEMBER 6 3 1 20% 34 2 1 8-37 40 45-6 | y 
oe 13 3 143 2% 3t 21 8:21 35 | 48-1 | 
- TD oe 3 14 26% 3+ 2 0 10°05 40 | 55°7 
os 27 .. 3 ltt 24's 3t 2 0 2°84 45 | 54-7 
OCTOBER B «oc 3 1% 2% } 3t | 2 4 2-98 40 57°8 
~* 11 3 1t 2% 3t |} 2 2 6-62 40 55°5 
se 18 3 1+ 2%: 3% | 21 911 40 61-5 
6 25 3 1+ 2% 3} 21 7:87 45 | 64-4 
NOVEMBER 1 3 1} 2% 3t } 2 1 2-78 40 61-9 
‘“ 8 3 1% 2a5 3t | 2 83 9°56 40 51-4 
“ 15 3 24 204 3t 2 4 0-37 40 | 54-2 
= 22 3 1# 213 3¢ 2 3 2-31 45 61:6 
ra 29 3 2k 2% 3} 2 211-12 45 | 55°8 ; | 
DECEMBER 6 3 14 | 2% 3t 2 4 3°25 | 45 | 51:0 | 
‘i 13 3 lai 2i 3} 2 7 1°82 45 | 511 
All figures given above, except thor Treasu 
Table V FOREIGEXC! 
DAILMVERAG 
NEW YORK MONTREAL| Paris | sRUSSELS| MILAN | zuRICH | MADRID | AM 
| | 
Sto£ $to£ Fr. to£ Belga to £ Lireto£ | Fr.to€ | P'tasto€ | 
| | 
- — i — 7 a -— — | | 
PAR OF EXCHANGE.. .. | SOR | P| | sageai 35°00 92-40 25°2275 | 25°2215 
1927 c 
JANUARY os ee 4°8529 4°8598 122°5 34-897 111°61 | 25°276 | 30-340 
APRIL ‘ ° 4°8570 4-8519 123-98 34°932 96°95 | 25°251 | 27-514 
JULY .. ee ee | 4°8552 4°8619 | 123-99 34-924 89-04 25-220 | 28°417 | 
OCTOBER ee ee 4°8700 4°8642 | 124-03 34°960 | 89°14 } 25-249 | 28-199 | | 
| | | 
1928 | | | 
JANUARY 4-°8758 4-8848 124-00 34:°963 92°17 | 25-302 28-504 
APRIL .. ee 4-8821 4°8805 | 124-01 34-953 92°53 | 25-332 29-118 
JULY .. ee oe 4°8644 4°8745 124-18 34-979 92°81 | 25°255 | 29-611 
OcToBER .. «. | 4°8493 | 4-8506 | 124-14 | 34-895 92°61 | 25-200 | 29-970 | 
1929 | | | 
JANUARY oe oe 4-8503 4°8619 | 124-08 34-898 92°67 | 25°207 | 29-751 | 
APRIL ee 4°8534 | 4-°8887 | 124-21 34-950 92-70 25°215 | 32-928 | @ 
JULY oe 4°8511 4°8766 123-88 34-911 92°74 | 25-219 | 33-451 | 
OcTOBER ee 4°8698 4-9243 123-89 | 34-874 92-99 25-176 33-586 | 
NOVEMBER oe 4°8778 4°9541 123-86 34-869 93°15 25°151 | 34°854 
DECEMBER ee 4°8817 4°9252 | 123-92 34°864 93°23 | 25-109 35+392 | 
| | 
1930 | 
JANUARY ee ee 4°8697 | 4-9222 123-91 34-947 93°05 | 25-162 | 37°017 | | 
FEBRUARY ee ee 4-8620 4-°8982 | 124-20 34-901 92°86 | 25-197 38-289 | 
MARCH ee 4°8632 4°8744 | 124-26 34°887 92-849 | 25-136 | 39-447 | 
APRIL .«. ee 4°8635 4°8654 124-11 34-842 92°777 25°095 | 38-946 
May ee ee 4-8590 4°7289 123-90 34-823 92-716 | 25:108 | 39-721 
JUNE .. ee 4°8573 4°8587 | 123-81 34-829 92-759 25-086 | 41°347 
JULY .. es 4°8656 4°8622 123-67 34-810 92-879 25°044 | 42-203 | 
AUGUST ee 4°8707 4°8658 | 123:81 34-831 92-980 | 25-047 | 44-788 | 
SEPTEMBER... 4-8614 4°8558 123-°77 34-854 92-829 25-048 45-307 | a 
OCTOBER ee 4°8591 | 4-8536 123-85 34-845 92-804 25:020 | 47-141 =: 
NOVEMBER ni -. | 4°8565 | 4-°8513 | 123-65 34-829 2-781 25°049 | 43-075 + 





1 The old parity of 25-2215 On 
® Berne antl November 12, | 

rne unt ovember v 
« Average Oct. 1 to Och | Banks cl 
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ONEBATES Table IV—cont. 
ee Oe NEW YORK PARIS BERLIN AMSTERDAM 
4 
| Market | i | Market Market Market 
{Bank Rate| Discount | Call Money | Bank Rate Discount Bank Rate | Discount Bank Rate Discount 
nt | Rate } Rate } Rate Rate 
for | ] | } 
ons Per cent. Per cent. Per cent. Percent. | Percent. Per cent. | Per cent. Per cent. Per cent. 
| | } 
—— io } -— 
: | 94 1H 2 24 24 4 | 8h 3 1H 
. | | 2 14 2a 23 2k 4 3it 3 1t 
. 4 } 2 1# 24 24 2% 4 3t 3 i 
| 24 1t 2a 24 28% 4 3% 3 1 
24 1# 2 24 AY 4 3t 3 ft 
; » 24 1# 23 2+ 2 4 3% 3 1 
23 14 2% 24 24 4 3 3 1 
P 2t 1 2 2+ 2s 4 3 3 Qa 
» | 24 1# 2 24 1% 4 38 3 2 
, | 24 1 2 2% 18 4 8k 3 1# 
a 24 148 2 24 1t 44 | 46 3 1t 
. | 2 14 2 24 13 5 5 3 133 
a 24 lt ‘ 24 2 5 ait 3 it 
Be 24 148 2 24 2 5 45 3 1% 
. 7 2} 1# 2 24 2 5 4 3 lt 
| 2} 1} 2 24 p 5 4H 3 lx 
2} 1# 2 24 2 5 432 3 144 
23 1# 2 24 2 5 4% 3 liz 
) | 2 1t 2 24 2 5 | 4% 3 lv 
ee | 24 1 235 24 | 2 5 | 48% 3 1gé 
t thos Zreasury Bills, are averages of daily rates. 
,EIGEXCHANGES Table V—cont. 
DAIMAVERAGES 
ID ' AMSTERDAM) BERLIN PRAGUE WARSAW |STOCKHOLM| BOMBAY KOBE | RIO DE 
=~ , , a : | JANEIRO 
rf | Flto’ Rmk. to £ Kronen to£!| Zloty to £ Kr. toZ£ d. per Rupee | d. per Yen. | . per _ d. per 
| | aia = i ba te PehpeGees _Milreis, — Gold Peso. 
“i 12°107 20°43 16 4°25 43°38 18159 | ie 24°58 58997 47619 
10 12°135 20-453 163-85 43-500 18-171 | 18-03 24°15 5-799 46°42 
4 12-139 20-489 163-99 43-500 18°135 | 17-88 23-90 | 5-832 47°56 
7 12-119 20-450 163-86 43-538 18-128 | 17°87 23°31 | 5-829 47-76 
9 ’ 12-116 20-408 164-24 43-500 18-084 | 17°97 | 22:96 | 5-910 47°89 
| | | | 
4 12-087 20-461 164-49 43-505 | 18°138 18:09 | 23-10 5-918 47-83 
18 12-111 20-412 164-71 43°505 { 18°184 | 18°00 | 23°47 | 5-923 47°81 
11 12-084 20-384 164-12 43-500 | 18-161 17°91 22°65 | 5-902 47°43 
70 12-096 20-364 163-63 43°313 18-138 | 18°06 {| 22°88 | 5-918 47°34 
| | | 
| | | | 
1 | 12-091 20-402 | 163-83 | 43-313 | 18-138 | 18-06 | 22-55 | 5-905 | 47-41 
28 ’ 12-090 20-475 | 163-89 43°313 18-173 | 17:96 22°08 | 5-869 47-28 
a | 12-086 20-359 163-87 43-308 18-098 17°82 22°54 | 5-873 47°23 
36 | 12-098 20-397 164-42 43-418 18-141 17°87 23°58 | 5°860 4 &2 
54 | 12-087 20-382 164°58 | 43-496 18-149 17°89 24:01 | 5:797 46°26 
92 | 12-095 20°386 | 164°47 | 43°484 18-102 | 17°94 24:10 | 5561 45°86 
| | | } | 
17 | 12-102 20-387 164°56 43-398 | 18-136 17°93 24-25 | 5-525 45-04 
39 12-123 20-366 164-25 43-368 18-124 17-91 24°28 | 5°546 42-70 
a7 | 12-124 20-382 164-11 43-381 18-105 17°86 24°38 5+707 42°24 
46 12-098 20-375 164-17 43-416 18-092 17-86 24-38 5-743 43°71 
21 | 12-081 20-365 163-97 43-353 18-111 17°83. | 24-39 5-864 43-04 
47 | 12-086 20°368 163-78 43-345 18-095 17°82 | 24°53 5-630 41°65 
03 12-093 20-383 164-06 43-382 18-097 7°82 | 24°39 | 5-368 40°60 
88 12-089 20-388 164-18 43-413 18-112 17°79 | 24-37 4°877 40-66 
07 12-067 20-407 163-82 43-376 18:093 | 17-79 | 24-41 | 4-980 40°37 
41 | 12-061 20-412 163°78 43-375 18-095 17°82 | 24-52 (4)5-119 88-49 
75 | = 12-082 20-380 163-79 _43°371 18-101 17:79 | 24°50 | 4-845 38-65 





9915 w | #bandoned as from June 25, 1928. 
22.15 Wa © oned as from December 22, 1927. 


192% 
* oct. || Banks closed during remainder of month. 
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Table VI BRITISH TRAIN 
ae = - — wae ——- or Ce 
COAL PIG-IRON (1) | STEEL (1) 
| Exports " | 
Production | es Furnaces in Production | Production 
| Slast 
ili i | atend of . . 
sions of — of nenee Theguate of Theyeants of} 3 
1927 | 
JANUARY .. ee ee ee ee | 21-6 | 4°3 152 435 731 
APRIL da e } 20-2 4°3 } 189 620 850 
JULY ee ee oe oo ee | 19-9 | 4-4 | 174 646 | 687 
OCTOBER .. “ ee ee ee 20-8 4°5 | 162 596 699 
1928 | | 
JANUARY .. - wi oe oo | 26 | @&3 | 148 560 | 626 
APRIL ee ee ee ee ee 18-2 | 4:0 149 563 | 644 ' 
JULY isa “ ia ea oa 18-1 4°5 131 538 667 
OCTOBER .. a ee oe oe | 21-1 5-1 | 136 544 756 
1929 
JANUARY .. o« ee ee ee 22-4 | 4°9 139 564 765 
APRIL es ee ee ee oe | 20-9 | 5.0 152 611 809 
Ju ae aie - is «| 212 | 6-3 167, | ~— 672 805 
OCTOBER .. ee ee ee ee | 23-0 | 6°2 166 | 689 890 
NOVEMBER .. ° e ee oe | 22°3 5°8 163 | 631 815 
DECEMBER .. ee ee ee ee | 21-4 | 5:3 162 643 661 
1930 | i 
JANUARY .. os ee es - | 28°83 | 6-9 159 | 650 771 
FEBRUARY .. oe “ we oo | 21-7 | 5-0 162 607 776 
MARCH oe oe ee 0 ee 22-4 | 5-0 157 | 666 26 
APRIL ee ee ee ° ee | 19°7 4-6 151 | 620 696 
May ee ee ee ee oo | 21-3 | 5-3 141 615 692 
JUNE ee oe ee ee ee | 16°9 | 4-2 133 563 600 
JULY oe as ee ee ee | 18-7 | 4°9 105 | 486 621 
AUGUST “eo oe ee ee ee 17-9 | 4°3 104 | 417 451 
SEPTEMBER ee oe oe oo | 19-6 5-0 104 425 } 581 
OCTOBER .. ee ee oe ee 21:0 5-1 96 415 512 
NOVEMBER a ae ee ; _ 4:4 2 384 434 
(1) Returns issued the N 
Table VI BRITISH TRADE AND INDUSTRY--cont. 
OVERSEAS TRADE BANK CLEARINGS" UNEMPLOYMENT 
| | ~ 8 # 4 Index of 
| 2 ° Percent. | Numbers _ Produc- 
Imports | Exports |Re-exports} London Provincial Total Compar- ageof | on Live tion 
\* Country” ative insured | Register (Quarterly 
j } Total persons 
£ £ £ £ £ £ a unem- 0000's 1924 = 100 
millions millions | millions | millions | millions millions millions ployed omitted 
1927 7 
JANUARY 113°6 | 55°4 9-9 10°70 | 56 15-6 18-0 12:0 1,340 110°8 
APRIL .. 100-6 | 52:6 11-8 10°2 5:5 15-7 18-6 9-4 1,076 108°1 J 
seny tks 93-4 | 56-1 9°7 9-9 5:6 15°6 18-3 9-2 | 1,041 | 105-9 4 
OCTOBER... 105-0 61-2 9-4 | 101 | 6:0 16-1 18-8 | 95 1,080 107°4 ; 
1928 | 
JANUARY 100-4 | 59:7 10°3 10°3 5°8 16-1 19-0 10°7 1,204 105:7 
APRIL .. 96°8 | 55°3 11-0 10-5 6-0 16°5 19-2 9°5 1,081 | 103-7 J 
JULY we 95:5 | 60°9 8-5 10-2 5-5 15-7 18-5 11°6 1,259 | 95-4 A 
OCTOBER.. 102:7 | 64:3 8-9 10°2 5-4 15°6 18-8 11-8 1,339 | 105-2 ‘ 
' 
1929 | 
JANUARY 116-1 66-9 9-8 | 10:4 5°5 15-9 19+1 12:3 1,427 108-3 J 
APRIL .. 104-2 | 60-2 10-4 | 10°56 | 5:3 15°8 19-0 9-9 1,159 111-0 , 
JuLy .. | 93°6 | 66°5 8-0 10-3 5°4 15-7 19-0 | 9-9 | 1,140 |_ 108-2 4 
OCTOBER... 110°3 | 64°6 92 | 10°3 | 562 15:5 18-9 10°4 1,218 0 
NOVEMBER | 108-2 | 63-1 8-2 10-1 | 5-1 15-2 18-9 | 11-0 | 1,268 | ¢114°8 . 
DECEMBER 106-6 58-4 779 | 10-4 53 | 15°6 19-6 | lel 1,357 | D 
| | 
1930 | 
JANUARY 101-9 58°3 8-2 | 10°4 5-0 15°4 19-5 | 12:6 1,481 z 
FEBRUARY 88-2 51-9 8-6 os | 561 14°9 19-4 13°1 1,518 109°6 F 
MARCH .. 93-4 53-9 7:7 98 | 5:0 14°8 19°8 14:0 1,610 | M 
APRIL .. 83-9 46-9 7-8 10-4 4°7 | 16°1 20-3 14:6 1,678 A 
May ns 91-0 61-0 9-1 9-8 4°3 14°1 19-2 15°3 1,745 100°9 M 
JUNE a 83°4 42°8 7°9 9-2 4-2 13-4 18-6 15-4 1,841 | a 
JULY a 85-2 50-7 6-7 | 10°0 4°3 14°3 19:9 | 16-7 1,964 | yi 
AUGUST .. 79°9 42°8 6-3 | 9-0 4-0 13-0 18-3 17-1 2,036 | > 80°8 ‘4 
SEPTEMBER 78°7 42-7 5-4 8°6 3°7 12°4 17-8 17-6 2,115 | 8) 
OCTOBER. . 90-9 46°9 7-2 «| 9-6 | 4:0 13-5 19-9 18-7 2,200 | 0 
NOVEMPER 79-4 | 44-1 6-8 | 0-4 | 423 | 18-6 20-2 191 Bork | N 
1 Daily ome. 2 “Country” clearings at London Clearing House. 32 Total clearings (Londo 
**Country ’”’ and vinclal) adjusted, for comparative purposes, by application of Board of Trade indet 


number of wholesale prices (1924 = 100), 4 Average of four or five weekly returns. 5 Reprinted by courte | 
of the London and Cambridge Economic Service. j 
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EL (1) TRON oe TE EREOP MACHINERY COTTON | WOOL 
Exports of | Exports of Exports of Exports of | Exports of 
iction Imports Exports Imports Exports arns | Piece Goods ‘ops Wool and Wool and 
| | Ww — vee 
| Yarns issues 
andsof| # Thousands Thousands £ | Millions of Millions of Millions | Millions | Millions of 
ms of ‘Tons of Tons | thousands | thousands | Lbs. Sq. Yds. of Lbs. | of Lbs, Sq. Yds. 
| | 
— ss — = = eee 5 = = — 
| | 
31 655 219 1,308 3,995 15-9 322-3 3-0 | 3-4 | 15-9 
50 405 335 1,454 3,598 17°3 316°9 3:3 | 3°8 | 9°5 
37 336 390 1,402 | 3,736 14:0 | 335-2 3°1 } 4°4 16-0 
29 336 385 1,244 4,503 15°3 312-1 4:0 | 5-1 13°1 
| } | 
26 284 332 1,345 4,805 14-9 | 337-4 2°8 4:0 | 16-9 
14 ‘ 253 344 } 1,464 | 4,143 13-8 | 314°8 2°9 3°7 10-0 
57 219 333 1,461 4,567 11°4 338-6 2°6 4°2 18-0 
06 261 377 1,488 4,402 15-1 334-0 2°5 4°5 12: 
B5 244 421 | 1,627 5,078 16-9 | 379-3 3:1 3°6 18-6 
9 262 340 | 1,574 4,151 13-1 349°4 2-4 3-0 | 9°5 
5 237 376 | 1,687 5,066 15-0 355-4 | 2°2 5-1 } 17°5 
30 248 390 | 1,724 4,303 13°5 265-38 | 3°3 } 4°5 | 11-1 
15 250 383 | 1,531 5,079 12°5 284-0 2-9 | 4°1 | 10°8 
51 256 332 | 1,629 4,408 14°5 273-6 | 2:0 3°4 11°4 
i | | | 
71 310 352 } 1,514 4,456 13°2 313-2 SF 3°7 } 14:1 
16 259 294 | 1,520 4,274 12-2 299-5 | 1-9 | 3°0 13-0 
26 280 338 | 1,712 | 4,224 | 12°7 | 281-3 | 2°5 | 3:0 9°8 
06 234 268 1,699 3,861 11°5 217-0 2°4 3-0 7-0 
92 234 295 | 1,853 4.471 12-4 | 218-1 | 1-9 2-5 7-9 
0 215 251 | 1,476 3,652 10°7 | 158-7 | 2-2 2-4 | 6°6 
21 199 | 303 | 1,415 4,440 11-0 | 197-4 | ed 3-2 10-1 
a1 195 219 1,405 | 3,507 10°2 168-0 | 2-3 3-1 11-0 
81 ; 224 | 200 } 1,214 8,061 9-1 142-7 2-1 3-1 9°6 
12 | 264 264 | 1,499 4,128 11-7 150°3 | 31 | 386 8-7 
oY 1,145 3,520 11-0 130:3 | 2-5 3:8 8:3 
ns issued he National Federation of Iron and Steel Manufacturers. 
, Table Vil COMMODITY PRICES 
‘ UNITED KINGDOM | U.S.A. | GERMANY FRANCE ITALY 
Index of | ee Eee | 
Produe- } Wholesale lw holesale| Wholesale} Living | Wholesale, Costof | Wholesale} Cost of 
tion Sieaon | Cost a | (Depart. Statis- | (Statis- (Statis- Living Living 
yuarterly : | Living mentof tisches tisches tigue ya 
| Board of | ** Econ- (Ministry! Labor) |Reichsamt| Reichs. | Générale) me i 
24 = 10 Trade omist” |of Labour) | amt) ba - 
| | July | 1913/14 | (Jan.-July) 
| 1913=100 1913 = 100 | 1914. 100) 1915 = 100 | 1913 = 100 = 100 1913 = 100 wie. _ 00 1913 = 100) 1914 = 100 
| | | 
110°8 1927 
108°1 JANUARY .. | 143-6  143°1 | 172 | 188°4 | 135-9 | 144-6 | 621-8 524 _ _— 
105°9 APRIL | 139-3 142°8 164 134°3 | 134°8 | 146-4 636°3 625 _ _ 
107°4 JULY - | 141-1) 1441 164 184-8 | 187-6 | 150-0 | 620°5 507 — - 
OCTOBER 141-4 142°5 169 | 139°0 189°8 | 150-2 | 587-0 498 ~ _ 
| } | 
105:7 1928 | | | | 
103°7 JANUARY .. 141-1 141°5 166 | 138-0 | 138-7 | 150-8 | 606-7 507 134°3 145 
95-4 APRIL | 142-9 145-7 164 | 189°5 139-5 | 150-7 | 623-8 519 | 134-7 145 
105-2 JULY | 141-1 141°9 | 165 140°8 141°6 | 152-6 | 623-8 519 132-6 143 
i OCTOBER 137°9 1386-9 167 | 140-1 140-1 | 152-1} 617-0 531 133-5 144 
108-3 1929 | | 
111-0 JANUARY 138°3 136-1 165 | 139°3 138-9 | 153-1 | 630-6 547 134-7 148 
108°2 APRIL | 138-8 | 135-0 161 138-7 187-1 | 153-6 | 626-7 556 133-8 150 
JULY | 137°4 134-6 163 140-4 187-8 | 154°4 613-0 555 129-5 148 
»114°8 OCTOBER ., | 136-1 | 129-6 | 167 138-0 | 137-2 | 153-5 | 589°5 127-6 149 
| NOVEMBER.. | 134-0 | 126-9 167 135°2 135°5 | 153:0 | 583-7 565 | 126-0 149 
DECEMBER .. 132°5 | 126°9 166 | 135-0 134-3 | 152-6 | 575°8 124°6 150 
| 
1930 | 
109°6 JANUARY ., | 181-0 | 123-7 164 | 133-8 182-3 | 151:6 | 563-5 123-0 150 
FEBRUARY -- 127°8 | 121-0 161 131°9 | 129°3 150°3 | 564-4 | » 565 120-7 148 
MAROH ee 124°5 119-4 157 | 180°1 | 126°4 | 148-7 552-8 118-5 147 
100°9 APRIL eo 123°7 117°2 155 | 129-9 | 126°7 | 147-4 | 548°4 ne 116°6 146 
May.. =, 1220 | 115-8 154 | 127-7 | 125-7 | 146-7 | 541-5 | ¢ 572 114:1 144 
JUNE ee 120°7 113-2 155 124°4 124-5 | 147°6 | 532-7 112-0 145 
90:8 JULY +» | 119-2 111-5 | 157 | 120-3 | 125-1 | 149-3 | 537-6 109-0 | 145 
AUGUST , 117-8 109°3 157 120-3 124-7 148-8 | 531-7 592 109°3 144 
SEPTEMBER.. | 115-5 105-2 | 156 | 120-6 | 122-8 | 146-9 | 523-9 108-1 | 143 
OcToBER 1130 | 104-0 157 118-3 120-2 | 145°4 508-2 | 104-9 143 
a November: | 112-0! 101-9 | 155 | 120-1 | 143-5 | 493-5 | =| :102-9 | 148 
ol =~ gee eee * 
ides 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
courtesy comparison, 


4 Gold index. 
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Bank Meeting 
ROYAL BANK OF SCOTLAND 


ANNUAL GENERAL COURT OF PROPRIETORS 


HE Annual General Court of Proprietors 
of the Royal Bank of Scotland was held 
at Edinburgh on Wednesday 26th 

November, His Grace the Duke of Buccleuch, 
K.T., Governor of the Bank, presiding. 

In moving the adoption of the Report, 
His Grace said :— 

I presume it will be your pleasure that 
the Annual Report and Balance-sheet with 
the Auditors’ Report, which have now been 
in your hands for some days, shall be taken 
as read. The Directors are pleased again 
to submit a statement of so satisfactory 
a character, evidencing as it does the important 
developments which have taken place during 
the year. 

INCREASED DEPOSITS. 

BRANCH, LONDON 

The Deposits and other credit balances 
show an increase of over Four Million pounds 
—the total now topping the Fifty Million 
point. Knowing of our recent acquisition 
from the Bank of England of the private 
business conducted by them at their Western 
Branch in Burlington Gardens, London, 
you would, no doubt, be prepared for a 
substantial increase, but various circum- 
stances have contributed to the large addition. 
It is gratifying to record that the transfer 
referred to has been attended with a full 
measure of success. I am again glad to 
report that the introduction of the system 
of Small Deposit Accounts and Home Safes 
has been justified in every way, the figures 
being still on the increase from week to 
week. Our Note circulation is well main- 
tained, there being a slight increase over 
last year’s figures. Acceptances show a 
reduction, reflecting the condition of foreign 
trade. 

LIQUID CONDITION: INVESTMENTS 

On the Assets side the strong liquid position 
to which you are accustomed is again well 
sustained. There is a large addition to our 
Investments in British Government Securities 
—the total holding being nearly £14,000,000 
—arising from the increased resources of 


WESTERN 


the Bank; whilst consistently with our 
policy of keeping a good bill portfolio, Bills 
Discounted amount to considerably over 
£6,000,o00o— including {2,740,000 of British 
Government Treasury Bills. 
ADVANCES 

For the first time for a period of years 
the Advances on Cash Credit and Current 
Accounts are slightly down, at nearly 
£22,000,000. This amount is substantially 
within the ratio which good Banking practice 
permits in relation to Deposits, and the 
decrease has no special meaning except 
perhaps as an indication of the slackness 
of trade; but when handling such large 
sums there must always be considerable 
fluctuation. It is satisfactory from the 
point of view of our trading and manufactur- 
ing friends to note that we have resources 
available for further advances on a considerable 
scale on sound banking lines for the long- 
looked-for trade revival. 


PROFITS 

The margin of Banking profit has not 
been so good as it might have been, taking 
the year as a whole. The volume of our 
business is, however, always growing, and 
I am glad to say that we are able to show 
a substantial increase in our Net Profit. 
This is all the more satisfactory seeing that 
under our arrangement with the Share- 
holders of Williams Deacon’s Bank, Limited, 
we have to pay them at Christmas a full 


half-year’s Dividend on the New Stock 
issued to them. A certain amount of 
dividend has accrued upon the Shares 


acquired from them, but this has not been 
taken into account in arriving at the Profits 
of the year. Next year, the position will 
be quite different, as we shall receive a 
whole year’s dividend, payable in January 
and July, and be responsible in like manner 
for a full year’s distribution on the corre- 
sponding amount of Stock issued. 


APPROPRIATIONS 


Bank Buildings and Pension Reserve 
Fund have received the customary appropria- 
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tions, and after providing a dividend at 
the same rate as last year on the largely 
increased amount of Capital Stock, there 
remains a sum of over £70,000 which has 
been carried to Rest. 


LARGE ADDITIONS TO CAPITAL 
AND RESERVES 


I went so fully into the subject of the 
acquisition of the Shares of Williams Deacon’s 
Bank, Limited, at the Special General Court 
held on 20th August last, and my remarks on 
that occasion received so much publicity 
n the Press, that I do not propose to say 
more to-day than to refer you to the Report 
in your hands which shows that the Royal 
Bank’s Offer was accepted by all but a few 
of the Shareholders, and I may add that 
we quite expect to acquire the whole Capital 
within a relatively short period. The full 
effects of this operation and the disposition 
of the premium upon the Issue of New Stock, 
which was computed for the purpose of the 
purchase at 345 per cent., are set forth in 
the Report, which shows that after writing 
down the value of the Shares and contributing 
materially to the strength of the Inner Reserves 
of the Bank, sums amounting to {£800,000 
are available as additions to the Rest or 
Reserve Fund. On completion of the transac- 
tions set forth in the Report the Capital 
of the Bank will appear as £3,770,344 Fully 
Paid, and the Rest will stand at £3,780,926. 


WILLIAMS DEACON’S BANK, LIMITED 


The year has been an outstanding one 
in the long history of the Bank. As I 
have said, the Shareholders of Williams 
Deacon’s Bank have, practically as a whole, 
evinced a desire to become associated with 
this Institution, which is all to the good, 
as the great majority of them are resident 
in the districts from which Williams Deacon’s 
business is drawn. The customers and other 
connections of that Bank have accepted 
the new position, which really involves 
no change so far as they are concerned, in the 
most agreeable way. There has been no 
disturbance of business. On the contrary, 
we trust that the new association may lead 
to increasing connections for both concerns 
and result in a forward movement both 
in the north-west Midlands and in London. 
In looking for the fruits of a development 
such as this, it is the long view that we must 
take, and await that gradual recovery of 
trade which is so much desiderated by all. 


TRADE DEPRESSION AND THE 
REMEDIES 

We are passing through a period of world- 
wide depression on an unexampled scale. 
Much has been spoken from the platform 
and written in the Press, and many specifics 
have been put forward for dealing with 
this situation. Without trenching on political 
and controversial topics, which would be 
out of place here, one may venture to mention 
certain remedies which seem to be not only 
necessary but obvious, however old-fashioned 
they may look. First and foremost, I 
would put the urgent need for public economy 
and the reduction in the burden of taxation, 
imperial and local, which is weighing heavily 
upon all enterprise and by diminishing 
available funds is hindering the making 
of adequate provision for grasping the earliest 
opportunities of reviving trade when the 
proper time arrives. Much of the growing 
expenditure of the present time is not merely 
wasteful. It is demoralising. It is essential 
that the seriousness of the country’s position 
should be realised so as to bring home the 
necessity for proper measures being taken 
to face with determination what is tending 
to become a national emergency. But this 
does not mean that we are to give way in 
any degree to pessimism or to cease for a 
moment to believe that, as has happened 
again and again in our past history, the time 
of recovery will come. This country greatly 
needs better methods and equipment, harder 
work, and something of the spirit of co- 
operation and of sacrifice which prevailed 
during the War. By such means, and by 
the return of confidence and of that sense 
of security which is essential to all trading 
enterprise, we should be in a position to 
bring about the lowering of our costs of 
production, and thus enable British goods 
again to compete successfully in the markets 
of the world. 


THE DIRECTORATE 


Suitable notice is taken in the Report 
of the loss sustained by the death of Mr. 
Maconochie, our Senior Director, who not 
only rendered valuable service to the Bank, 
over a long period, but by his personality 
endeared himself to all his colleagues. As 
you know, part of the arrangement with 
our friends of Williams Deacon’s Bank was 
that two members of their Board should 
join the Court of Directors of the Royal 
Bank and, as you will observe from the 
Report, the Directors recommend the election 
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Royal Bank of Scotland—continued. 


of Mr. Dewhurst, the Chairman of that Bank, 
and Lord Bradbury, one of their Directors. 
In order to admit of this it is necessary to 
increase the number of our Ordinary Directors 
from nine to ten, and a Motion to this effect 
will come before you at a later stage of this 
Meeting. I am confident that these arrange- 
ments will meet with the unanimous approval 
of the Stockholders. Steps are being taken 
for the appointment of three representatives 
of the Royal Bank as Directors of Williams 
Deacon’s Bank. 


The Stock of the Bank which has hitherto 
been officially quoted on the Stock Exchanges 
of Edinburgh, Glasgow, and London, is now 
also quoted in Manchester. 


THANKS TO OFFICIALS AND STAFF 


The Directors desire to express their 
thanks to the Officials and Members of 
the Staff at Head Office, London—the City 
and West End Offices, Glasgow and Dundee, 
and all the other Branches for their loyal 
and willing co-operation. 

I again desire to place on record our high 
appreciation of the valuable services which 
Sir Alexander Wright, the General Manager, 





has rendered to the Bank. Our thanks 
are specially due on this occasion in connection 
with the important developments which 
have taken place during the year, which 
have necessarily thrown on Sir Alexander 
a large amount of extra work. 


As stated in the Report, Mr. Adshead has 
resigned the position of Secretary after long 
and valued service, and we desire to extend 
our cordial good wishes to him in his retire- 
ment. 


APPROVAL OF ACCOUNTS: DIVIDEND 


With these observations, I beg to propose 
that the Report now submitted, containing 
a Statement of the Accounts and Balance- 
sheet, be approved, and that out of the Profits 
of the year a Dividend at the rate of 17 
per cent. per annum for the Half-year, 
under deduction of Tax, be now declared 
in conformity therewith. 


he Report was approved, the two new 
Directors elected, and the Governor, Deputy- 
Governor, Extraordinary Directors, and the 
retiring Ordinary Director were re-elected, 
and auditors were re-appointed for the 
ensuing year. 
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British Overseas Banks 
By G. F. Crump 


N ‘Miniature Banking Histories,” an extremely 
I interesting recent publication, Mr. R. H. Mottram 

confines himself in the main to recording the early 
days and the progress of the great banking institutions 
of England and Scotland. When reading this work, 
however, one could not help feeling with some regiet 
that a short history of one or two of our Empire banks 
might with advantage have been included amongst 
the series. Very little has been written on this subject, 
and yet the difficulties overcome, and the pioneer work 
involved in the establishment of banking service on 
sound British lines in the Empue and in other parts of 
the globe is one which provides ample scope to a writer 
with a sense of the adventurous. Every bank which 
has sought to assist in the establishing of trade by means 
of financial facilities in so-called new countries must 
have episodes of more than a merely local interest in 
its records. One can readily visualize the conditions 
which prevailed in the early gold rushes in Australia, 
during the diamond finds and at the time of the Boer 
War in South Africa, and at various times of social and 
political upheaval in China, India, South America and 
other countries. Unfortunately, it is not my task to write 
on these matters, but simply to furnish a few essential 
facts in connection with the growth of overseas banking. 


We do not find any record of the establishment of 
a British Overseas Bank before the year 1835, when 
the Bank of Australasia received its Royal Charter. 
The Colonial Bank, now a component of Barclays Bank 
(Dominion, Colonial and Overseas), commenced business 
in the West Indies in the following year, and the Bank 
of British North America (acquired in 1918 by the 
Bank of Montreal), was inaugurated in 1840. The 
first British Bank to open branches in India was the 
Chartered Bank of India, Australia and China, which 
received its Royal Charter in 1853; it is curious to 
note that, although Australia is embraced in this bank’s 
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title, not any branches of the institution have been 
opened in that country. With the establishment of 
the London and South African Bank in 1860, all the 
larger territories of the British Empire were served by 
banks controlled by British boards of directors and 
with head offices in London. 

The London and South African Bank which, in 
common with other overseas banks at this time, was 
incorporated under Royal Charter (in fact it was one 
of the last banks to receive its Charter), was absorbed 
in 1877 by the Standard Bank of British South Africa, 
Ltd. This latter bank was established in 1862, a year 
noteworthy in connection with banking enterprise, for 
no less than twenty banking institutions were registered 
in London in that year. This activity was doubtless 
stimulated by the Companies Limited Liability Act of 
1862. The Standard Bank of British South Africa, 
Ltd. (now the Standard Bank of South Africa, Ltd.) 
was, in fact, the first British overseas bank to register 
with limited liability under the new Imperial Act. 
The Acts of 1858 and 1862 had permitted joint-stock 
banks to register under limited liability, and although 
some of the clauses therein were onerous to banking 
companies, the passing of these Acts was far-reaching 
in its effect. It has been mentioned that twenty banks 
were registered in London in one year alone, and it is 
computed that twenty-five banks, ostensibly formed 
for operating in various territories of the Empire, were 
registered between 1862—1866, one of the very few of 
these still carrying on business in its original name 
being the National Bank of India, Ltd., which was 
established in Calcutta in 1863 and _ subsequently 
registered in England in 1866. 

It should be noted that all the banks mentioned 
above were established under the authority of Royal 
Charter or Companies Act, and may therefore be 
described as British banks, as distinct from the banks 
actually founded in the Colonies under their own laws. 

From the early years of the nineteenth century 
banks were being established in increasing numbers 
in various parts of the Empire under their own par- 
ticular territorial authority, and although it is impossible 
in the limited space at my disposal to give even the 
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very briefest account of the development of these 
concerns, it may be of interest to mention a few of 
the ‘‘ veterans,” all of whom, it is a pleasure to state, 
are still operating and progressing. 

In Canada the Bank of Montreal was founded under 
Canadian Charter in 1817, and the Bank of Nova 
Scotia was incorporated in 1832. In Australasia, the 
Commercial Banking Company of Sydney was founded 
under a slightly different title in 1834, the Bank of 
New South Wales in 1850, and the Bank of New 
Zealand in 1861. In India the Allahabad Bank, Ltd., 
was established in 1856; since 1920, this bank has 
been affiliated with a comparatively newcomer to 
Indian banking, viz., the P. and O. Banking Corporation, 
the latter being now controlled by the Chartered Bank 
of India, Australia and China, by virtue of share 
acquisition. 


THE BRITISH OVERSEAS BANKS ASSOCIATION. 


An important event in the history of Overseas 
Banking was the formation of the British Overseas 
Banks Association in 1917. Up to that time British 
banks carrying on business in the Colonies and 
Dependencies had no such Committee as the London 
Clearing Banks and the English Country Banks, and 
the wide interests of the Overseas Banks demanded 
a common voice to speak on their behalf when the 
necessity should arise. Accordingly the Association 
was formally established on the 17th December, 1917, 
as the outcome of a conference of the representatives 
of nearly all the Dominion and Indian banks, convened 
by Mr. Francis Shipton, at that time London Manager 
of the Standard Bank of South Africa, Ltd. At this 
conference the unanimous opinion was expressed that 
the many complex and entirely unforeseen problems 
which had arisen, as a result of the Great War, called 
for united consideration and action. 

It was felt that an association of overseas banks 
was desirable to put forward claims on behalf of its 
members, and to take common action if necessary. 
This association would, in addition, have power to 
act as an intermediary between the banks and the 
Treasury and the Colonial and India Offices on various 
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matters affecting overseas banking during the war, and 
on the problems which the post-war period would bring 
in its train. 

An important decision was arrived at at this 
inaugural meeting, when it was decided to invite 
British banks carrying on business in foreign countries 
to join the Association. A small committee was 
appointed to draft the resolutions constituting the 
Association, which were subsequently ratified. 

The three main resolutions in the constitution of the 
Association read as follows :— 


1. That this Meeting do constitute itself into an Association to be 
called ‘“‘ The British Overseas Banks Association,” having as its object 
the promotion of the general interests of the banks comprising the 
Association, it being understood that the special and particular local 
interests of the said banks in their respective fields of operations are 
excluded from the scope of the Association, unless at the request of 
the banks concerned and with the permission of the General Committee. 

2. That every British bank approved by the General Committee 
of the Association, carrying on business in the British Empire, and in 
other countries outside the British Empire, having a London office, 
shall be eligible for membership and entitled to one vote through its 
representative at any General Meeting of the Association. 

3. That the affairs of the Association shall be managed by a General 
Committee of not more than ten members (such Committee to include 
a representative of one of the banks carrying on business in each of 
the various countries in which the membership banks operate), to be 
elected annually at a General Meeting to be held in November, such 
General Committee to elect its own Chairman, who shall not serve 
for two consecutive years. For the purpose of this Resolution, South 
America shall be regarded as one country. 


The membership of the Association now comprises :— 


Anglo-South American Bank, Ltd. 

Australian Bank of Commerce, Ltd. 

Bank of Adelaide. 

Bank of Australasia. 

Bank of British West Africa, Ltd. 

Bank of London and South America, Ltd. 
Bank of Montreal. 

Bank of New South Wales. 

Bank of New Zealand. 

Bank of Nova Scotia. 

Barclays Bank (Dominion, Colonial and Overseas). 
British Bank of South America, Ltd. 
Canadian Bank of Commerce. 

Chartered Bank of India, Australia and China. 
Commercial Bank of Australia, Ltd. 
Commercial Banking Company of Sydney. 
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Dominion Bank. 

Eastern Bank, Ltd. 

English, Scottish and Australian Bank, Ltd. 
Hongkong and Shanghai Banking Corporation. 
Imperial Bank of Persia. 

Mercantile Bank of India, Ltd. 

National Bank of Australasia, Ltd. 
National Bank of India, Ltd. 

National Bank of New Zealand, Ltd. 

P. and O. Banking Corporation, Ltd. 
Queensland National Bank, Ltd. 

Royal Bank of Canada. 

Standard Bank of South Africa, Ltd. 

Union Bank of Australia, Ltd. 


Making allowance for the three amalgamations 
already mentioned, it will be seen that all the long- 
established banks referred to at the beginning of this 
article are included in the above list. 

For the sake of record, the names and year of office 
of the Chairmen of the Association since its inception 
are given :— 

Mr. T. H. Whitehead Chartered Bank of India, Australia 1917 
and China. 


Mr. R. J. Hose .... Anglo-South American Bank ... ... 918 
Mr. L. Couper .... Bank of British West Africa... ... IQIg 
& 1928 
Mr. C. Cambie ... Canadian Bank of Commerce ... ..» 1920 
& 1927 


Mr. W. E. Preston .... Chartered Bank of India, Australia 1921 
and China. 


Mr. F. W. F. Shipton Standard Bank of South Africa .. 1922 
Mr. A. Willis ... National Bank of New Zealand «- 2923 
Mr. C. H. Hewett ... Colonial Bank ... és ai .. 1924 
Mr. S. F. Rogers... Imperial Bank of Persia 1925 
Mr. H. D.C. Jones... Hongkong and Shanghai Banking Cor- 1926 
poration. 
Mr. E. Godward... Bank of Australasia ‘ _ .» 1929 
Mr. John Caulcutt .... Barclays Bank (D.C. and O. D sna ... 1930 


Mr. Bertram Lowndes (London Manager of the 
Standard Bank of South Africa, Ltd.) has occupied the 
position of Hon. Secretary and Treasurer since November, 
1924. The Chairman for the year sits on the Advisory 
Committee set up by the Department of Overseas 
Trade. 

For the first few years after the Great War, the 
economic problems in the Dominions and Colonies 
were not so complex and disturbing as those in the 
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Mother country and Europe, but various legal decisions 
affecting Dominion banks received the attention of the 
Association. Examples of the questions to which the 
various Committees of the Association have given their 
attention in recent years may be given :— 


The terms of bills of lading, especially that form 
known as “received for shipment’; currency 
difficulties and anomalies; insurance against bad 
debts in export trade; enemy debts; terms of 
letters of credit; alterations in Bills of Exchange 
Act, etc., etc. 


Not the least important of the Association’s activities 
has been its co-operation with the British Bankers’ 
Association, and by mutual arrangement the Overseas 
Association provides five representatives on the Com- 
mittee of the British Bankers’ Association. By this 
means the members of the former Association are kept 
in touch with the deliberations and findings of the 
most important and influential financial association in 
the world and thus the views of the Home and Overseas 
bankers can be readily exchanged. 

To show the progress made by the Overseas banks, 
the following comparative statement may be of interest. 
The figures given represent the aggregate of Paid-up 
Capital, Assets and number of branches operated of 
the thirty members of the Association :— 

Total No. of 








End of Paid-up Capital Total Assets Branches. 
1917 ni £51,168,220 ... £763,406,000  ... 4,531 
1921 a £73,570,000 ... £1,252,730,000 ... 5,627 
1929 .. $£101,546,000 ... £1,648,777,000 ... 7,751 


It may be explained that the figures are given for 
the year 1917 as representing the position at the date of 
the inauguration of the Association, the figures at the 
end of 1921 as indicating the close of the immediate 
post-war conditions, and those for 1929 are, of course, 
the most up-to-date records available. 
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Australian Banking 
(By our Australian Correspondent) 


HE year 1930 has been a particularly eventful 
and difficult one for the Australian and Anglo- 
Australian banks. Fortunately for the share- 
holders of the banks and the community generally, the 
difficulties which Australia is now experiencing had been 
foreseen by those best qualified to judge some years 
ago, with the result that the directors of the banks, 
knowing that lean years would have to be faced sooner 
or later, made preparations accordingly, and by con- 
serving resources are now able to face the present 
financial and industrial crisis if not with equanimity, 
certainly with confidence. 

This is strikingly illustrated by the remarks of the 
chairman of the Bank of Adelaide at that bank’s annual 
general meeting, on May 2, 1928. He said, referring to 
the depression then existing, but by no means acute in 
South Australia and other States, that he attributed it 
to three great causes, viz. national and individual 
extravagance and overspending ; industrial conditions ; 
and the comparatively small increase in primary pro- 
duction as compared with the increase in the numbers 
of those who lived on the proceeds of such primary 
produce. He further stated that since the war the 
Commonwealth and the several States had indulged in a 
veritable orgy of borrowing. Borrowed money had 
been spent without due regard to the earning power or 
productiveness of the projects entered upon. The cir- 
culation of that borrowed money and the credit based 
thereon had created a fool’s paradise from which the 
Treasuries had been ousted only by a sudden realization 
of huge deficits and the necessity to borrow to make 
ends meet. Even as long ago as 1921 the chairman of 
the National Bank of Australasia, Ltd., stated that 
“ Banking institutions had been warning the community 
that the prosperity apparently existing was not real, and 
that it was largely caused by the spending of borrowed 
money, which sooner or later must come to an end.” 

There have been a number of events of outstanding 
importance during the year. Perhaps the most striking 
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from the point of view of the general public has been 
the continuous and heavy depreciation of the Australian 
pound. If the Australian banks’ telegraphic transfer 
selling rate on London is taken as the measure of value, 
the year opened with the Australian pound at a discount, 
as compared with the English pound, of 2} per cent. ; 
this discount was increased on January 28 to 2% per 
cent., on February 17 to 34 per cent., on March Io to 
4% per cent., on March 24 to 63 per cent., and is now 
g per cent., to which it was increased on October g last. 
Even this rate cannot be taken as a true indicator of 
the position, as it is known that business has been trans- 
acted at higher rates and that there are large sums of 
money in Australia which the owners would like to remit 
at the present high cost if they were able to do so. 

There appears to be little likelihood of rates being 
reduced or of a free exchange market being restored 
for some considerable time, as although the trade returns 
have improved during the last few months, the present 
volume of Australian exports is still not nearly sufficient 
to provide for imports plus the requirements of the 
Commonwealth and State Governments in London. 

The trade figures for the years to June 30, 1929, 
and June 30, 1930, were: — 








1928-29. 1929-30. 
IMPORTS. — 
Merchandise .. sis ” is £143,299,604 £130,840,475 
Gold .. ‘9 7 - as 348,277 293,794 
Total .. ws = “a £143,647,881 £131,134,269 
1928-29. 1929-30. 
Exports. —— 
Merchandise .. a is Ba £141,866,297 £97,980,010 
Gold .. - Bs wi yet 2,984,155 26,868,539 
Total .. is 7 we £144,850,452  £124,848,549 


During more recent months the figures have been :— 
July. August. September. October. 





IMPORTS. --— — ee 
Merchandise ... .. £7,262,250 £6,556,923 £6,106,524 £6,897,073 
Bullion and Specie .. 28,172 324,725 13,206 30,030 

Exports. 

Australian Produce .. 6,165,724 4,554,300 5,706,166 8,137,728 
Other Produce -» 172,576 170,796 166,925 222,107 
Bullion and Specie .. 909,451 324,725 5,191,457 209,141 


H* 
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The reduction of the value of the export figures is, of 
course, mainly due to the heavy fall in the price of wool, 
as although the Australian production of wool for the 
year ended June 30 last at 2,843,000 bales was prac- 
tically the same as for the previous year, the average 
price per bale for wool sold in Australia was £13 5s. 6d., 
against £21 11s. tod. for the earlier period. These 
prices represent a drop of about 35 per cent. 

An event of more than ordinary importance to the 
trading banks was the mobilization of the gold holdings 
in Australia. The first intimation of action in this 
direction was an announcement by Sir Robert Gibson, 
the chairman of the Commonwealth Bank board, on 
January 9, 1930, that having regard to the position of 
exchange on London, the board had decided to tender 
certain advice to the Government regarding action in 
accordance with recent legislation. The legislation 
referred to was the Commonwealth Bank Act, 1929. 


This was followed by a statement on January 14 that 
the Ministry had authorized the Commonwealth Bank 
to acquire the gold holdings of the trading banks. On 
January 23 a conference between representatives of the 
Commonwealth Bank and the trading banks was held, 
and at its conclusion Sir Robert Gibson stated that a 
scheme for mobilizing the gold reserves had been agreed 
to. The scheme provided for the control of the move- 
ment of gold held in Australia in such a manner as would 
best serve the national interests. Sir Robert added that 
the incidence of the gold movement would be gradual, 
that substantial proportions of gold would continue to 
be held by the banks possessing the gold at the disposal 
of the Commonwealth Bank when movements might 
become necessary and that through the agency of gold 
movements London exchange would be rationed to meet 
most present needs. 

Naturally the trading banks would have preferred 
a free hand as to the disposal of their gold, especially as, 
if exported, it commanded a substantial premium. 

The directors of the Commonwealth Bank, in their 
report for the half-year ended June 30 last, stated that 
during the previous 12 months gold to the value of 
£26,500,000 had been shipped overseas, and that further 
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shipments were contemplated for the purpose of 
building up a “ gold exchange”’ reserve. 

Another outstanding event of the year of more 
particular interest to bankers than to the community 
generally was the introduction in the Commonwealth 
House of Representatives on April 2 of a Control 
Reserve Bank Bill. As this Bill was referred to in both 
the May and August issues of THE BANKER, it is not 
proposed to deal with it at length in this article. Not- 
withstanding strong opposition from the trading banks 
on the ground that the time for introducing such a Bill 
was most inopportune ; that the mandatory percentage 
of deposits to be kept with the Reserve Bank would 
seriously affect their efforts to assist the Government ; 
and that the new bank would not, if the suggested con- 
stitution were adopted, be free from political influence, 
it passed the House of Representatives after minor 
amendments and was sent on to the Senate. This House, 
in spite of Government opposition, referred the Bill to 
a Select Committee, whose report was tabled in the 
Senate on December 3. 

It recommends : — 

(1) The limitation of the Government holdings in 
the proposed bank to one-third of the shares and private 
subscriptions to two-thirds. 

(2) The limitation of dividends. 

(3) That the first aim of the bank be to build up an 
adequate reserve for service in times of stress. 

(4) The shareholders not to receive a share of profits 
from the note issue. 

(5) That the shareholders elect two-thirds of the 
directors of the Bank and the Government one-third, and 

(6) The rejection of the proposal to empower the 
bank to make unsecured loans to the Government or 
to public authorities without a limit of time or amount. 

Another event of particular interest was the pooling 
by the banks of their London exchange for the benefit 
of the Commonwealth and State Governments in order 
that external obligations might be promptly met. As 
explained by Mr. Scullin, after a meeting of the Loan 
Council on August 6 this became necessary owing to the 
cessation of overseas borrowing, coupled with the heavy 


fall in the value of Australian exports. The arrange- 
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ments made provide for London funds being made avail- 
able by the banks to the extent of £36,000,000 per 
annum. The provision of such a large sum for Govern- 
ment purposes, of course, makes it necessary for the 
banks to curtail severely the requirements of those of 
their customers desiring London exchange. This, and the 
measures taken by the Government to curtail imports, 
has provoked considerable adverse criticism from 
shippers to Australia, who apparently failed to realize 
that it was essential that Australia’s credit abroad should 
be maintained and that Australia could not afford to pay 
for importations to anything like the extent of previous 
years. 

It is now proposed to examine briefly how the fall 
in the value of exports, the cessation of overseas borrow- 
ing and the various arrangements made to assist the 
Governments have affected the business of the banks. 
From a comparison of the last-published balance sheets 
with those of previous years and the remarks made by 
the various chairmen at the annual meetings, it is 
apparent, as was only to be expected, that exchange 
transactions of all banks are considerably reduced, with 
a resultant loss of profit, that the totals of the balance 
sheets are smaller, that deposits, especially on current 
account, have been reduced, and that owing to the 
demand for accommodation, advances have increased. 

Including the Commonwealth Bank, the latest figures 
available for comparison purposes up to June 30 last 
are as follows: — 

To 30th June, 1929. To 30th June, 1930. 


Deposits .. aa ‘4 £314,629,000 £293,923,000 
Advances .. ox os £264,357,000 £279,272,000 

As regards deposits, those not bearing interest fell 
by as much as 423,000,000 ; whilst those bearing interest 
actually increased by £2,500,000. This increase is prob- 
ably accounted for by the fact that owners of substantial 
sums in Australia either cannot remit or will not pay the 
high rate of exchange for remittance to London, and, 
consequently, the money is left on deposit with the banks. 

Notwithstanding reduction in turnover and adverse 
conditions, profits, although reduced, have in most cases 
not fallen heavily, and those banks paying less in divi- 
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dends than in the previous year have taken the course 
adopted not so much out of necessity, but in order to 
conserve their resources for the difficult times ahead. 
From the foregoing it will be seen that the trading banks 
have rendered signal service to the Government. Both 
they and the Commonwealth Bank, which has refused 
to countenance any proposals not consistent with sound 
finance, are to be congratulated on their achievements 
during a momentous year. 





The Canadian Banking Situation 
By Keith Morris 
\ STUDY of the Canadian banking reports for 1930 


reveals a financial strength and stability which 

must exert an assuring influence in a situation not 
altogether devoid of cause for concern. The encourag- 
ing views regarding Canada’s future, and the soundness 
of her basic conditions, expressed by the heads of the 
various banks in their recent annual addresses, should 
further aid in the stimulation of a brighter economic 
atmosphere. 

The decreased activity in trade and commerce during 
the year is naturally reflected in the bank statements, 
and the reduction of current loans in Canada may be 
taken as a reasonably accurate measure of the general 
contraction in business throughout the Dominion. 
Nevertheless, trade figures, while comparing unfavour- 
ably with those of the two preceding years, are 
practically on a level with those of 1927, a fact which 
may bring some comfort in reflection. Satisfaction may 
also be derived from the healthy position maintained by 
the Canadian banks in relation to the conditions gener- 
ally prevailing. 

One of the favourable signs in the banking statements 
and one of special significance at this time, is found in 
the increase of deposits in recent months. Bank clear- 
ings, of course, make unfavourable comparison with last 
year, but in noting the figures the drop in commodity 
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prices must be considered. The largest proportionate 
decreases are in the western cities, where apathy of the 
wheat markets and the marked decline in all grain prices 
have heavily reduced clearings. The purchasing power 
of the agricultural classes, not only in the three prairie 
provinces, but throughout the whole Dominion, has been 
lessened, and this has had an adverse effect on manufac- 
turing, distribution and transportation. 

From the shareholders’ point of view, the propor- 
tionate maintenance of operating profits in a year of 
acknowledged difficulty is a cause for gratification. 

The Dominion Government’s gold reserve on Octo- 
ber 31 was $107,196,000, an increase since June 30, 
1929, of approximately $45,500,000. On September 30, 
the Canadian banks had gold to the extent of 
$14,630,000 in the central gold reserve, and $55,348,000 
elsewhere, which includes holdings outside Canada. 
This makes a total altogether, including the Dominion 
reserve, of approximately $177,174,000. Of the 
Dominion gold holding, $104,754,993 was against 
Dominion notes in circulation, which amounted to 
$142,129,481. The Canadian Bank Act contains no 
specific provisions as to the amount of gold to be held 
against either note circulation or general liabilities of a 
bank. It requires, however, that 40 per cent. of what- 
ever cash reserves a bank finds it expedient to carry 
shall be in Dominion notes. A second provision in- 
structs the Minister of Finance to arrange for the 
delivery of Dominion notes to any bank in exchange 
for specie. Thus the gold reserve against Dominion 
notes, to the extent that the notes are held by banks, is 
reserve against banking operations, the Dominion 
Government being the custodian of the gold for the 
banks. The other cash element in bank reserves is 
specie in hand. 

In addition to cash on hand, Canadian banks carry 
three other kinds of assets which are regarded as re- 
serves, being funds more or less immediately available 
for the liquidation of liabilities. These are: (1) cash 
balances in banks outside Canada; (2) call and short 
loans in New York (the favourite call loan market) ; and 
(3) readily marketable securities. 

The paper currency of the Dominion Government 
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continues to be an important part of the Canadian mone- 
tary system. Under the Dominion Notes Act, 1914, the 
Dominion Government is authorised to issue notes up to 
and including $50,000,000 against a reserve in gold 
equal to one-quarter of that amount. By the Act of 
1915 the Dominion Government is authorised to issue 
notes up to $26,000,000 without any reserve of gold, 
$16,000,000 of the notes to be against certain specified 
Canadian railway securities guaranteed by the Dominion 
Government. Notes may be issued to any additional 
amount in excess of $76,000,000 but (except as provided 
by the Finance Act, 1914) an amount of gold equal to 
the excess must be held. Thus Dominion notes normally 
approximate to gold certificates. 

The Canadian dollar usually fluctuates in sympathy 
with the United States currency, and the quotation de- 
clined from 4.857; on November 1 to around 4.84 
towards the end of the month. At this level, the pre- 
mium on New York funds proved sufficient to stimulate 
a renewal of gold imports from New York, and consider- 
able shipments in the metal were reported. On 
November 27, however, a sharp recovery in the rate 
occurred, and at the close the quotation stood at 4.85 7. 
It is customary at this period of the year for Canadian 
dollars to be in demand, partly in connection with the 
seasonal export activity prior to the close of navigation 
on the St. Lawrence, and partly because the end of 
November coincides with the closing of the financial 
year of some of the larger Canadian banks. In this con- 
nection, it is interesting to note that at the same time as 
business was being concluded around 4.84% for Novem- 
ber delivery, transactions for the early days of December 
were being closed on a basis of 4.85%. 

The opening of Barclays Bank (Canada) in Montreal 
was acclaimed in financial circles as an indication of the 
closer interest in Canadian business being taken by an 
old-established and powerful British banking house. The 
success which has met this subsidiary of Barclays Bank, 
London, during the first year of its operations has 
justified an extension of activity, and a branch is to be 
established in Toronto in January, 1931. Meanwhile, 
other Canadian banks are continuing their big building 
programme. The Royal Bank of Canada is erecting a 
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very fine building in Vancouver, and the Bank of Mon- 
treal is adding a new architectural feature to Ottawa. 
The Bank of Nova Scotia has contracted for the erection 
of a spacious new head office in Toronto, and is building 
in Halifax. The Canadian Bank of Commerce will be 
moving soon into its handsome new head office in 
Toronto. On the European side of the Atlantic the Royal 
Bank of Canada has just taken possession of its own 
modern building in Paris, and in London rapid progress 
is being made with its new building in Throgmorton 
Street. This bank has also taken over enlarged premises 
for the West End branch in Cockspur Street, for 
occupation in the beginning of March. 

This extensive building programme is in itself an 
exemplification of the Canadian banks’ faith in the 
future of the Dominion. “To-day,” to quote the words 
of Mr. Beaudry Leman, in his recent presidential 
address to the Canadian Bankers’ Association, “as one 
surveys fundamental conditions in Canada, the two 
assets which seem assured of the greatest returns are 
Courage and Confidence.”’ Canada is a large producer 
of commodities such as wheat and other farm products, 
paper, lumber, dairy products, live and dead stock, 
silver, copper, lead, zinc, nickel, asbestos, dried and 
canned fish, fruits and farm implements, all and every 
one of which are subject to the fluctuations which de- 
velop on foreign markets. In a period of depression 
such as the present one, it is advisable to bear in mind 
that the sources whence this real wealth is derived are 
unimpaired and that the demand will reassert itself on 
a much larger scale. 

Sir Charles Gordon, president of the Bank of Mon- 
treal, is equally confident. ‘Canadian basic conditions 
are sound,” he states—“ Whether the pull be long or 
short we cannot foretell, but we do know that Canada 
has been through many periods of depression before, 
and upon each occasion has emerged successfully. When 
her turn comes, Canada will be found leading the pro- 
cession in the return to prosperity.” 

The present dullness of trade is chiefly due to the 
extremely low prices of many staple and primary pro- 
ducts and not to any restriction of credit, abundant 
money being available. The importance of wheat in 
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the economic structure of Canada is so pronounced that 
its marketing and market financing are matters of 
national concern. The Wheat Pool situation has been 
so much discussed on both sides of the Atlantic that it 
needs no amplification here, and it is to be hoped that 
the new marketing policy of the Pool, as recently an- 
nounced by Mr. J. L. McFarland, the new genera} 
manager of the central selling agency, will have a bene- 
ficial bearing on a situation which has caused no little 
anxiety. The position of the Canadian banks was clearly 
expressed by Mr. Frank A. Rolph, president of the 
Imperial Bank of Canada, at the annual meeting of 
shareholders held on November 26. 

“Tn connection with the marketing of wheat and 
other products of the farm,” Mr. Rolph said, “ the banks 
have to render a service. They have to advance the 
money necessary to see that wheat and other products 
are delivered to their final destination for consumption. 
In rendering this service, the banks have to take the 
necessary security to protect the money so advanced. 
The banks cannot control market prices. They can, and 
will, finance this large undertaking when they are given 
reasonable security, and this security they hold. So that 
there need be no anxiety as to the outcome of loans made 
by the Canadian banks in financing the wheat crop.” 
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Indian Banking 


HE year 1931 should prove one of the most 

important in the history of Indian banking. For 

a long time past the need for an overhaul of some 
parts of the banking system has been obvious, and only 
the difficulties of reconciling conflicting interests have 
delayed its introduction. During 1930, however, an 
enquiry has been instituted, and. a Central Banking 
Committee is now considering reports from Provincial 
Committees. In 1931 a group of banking experts from 
abroad is to be invited to give, in conjunction with the 
Central Committee, a report which will combine the 
results of this careful examination of the present position 
with expert outside advice. The coming year is also 
important because it will witness the expiry of the 
Imperial Bank Act. The terms of its renewal must 
depend on the decisions arrived at regarding the 
proposed Indian Reserve Bank. 

The reports of the Provincial Committees which are 
now being considered by the Central Committee have 
dealt especially with rural banking and with domestic 
industrial banks. Almost unanimously these reports 
recommend for both purposes extension of the scope and 
number of co-operative credit societies. This extension 
must inevitably impinge upon the position of the small 
private Indian bankers, who at present play such a large 
part in local finance. These bankers are often classed 
with moneylenders, but in many cases they undertake 
deposit banking, and they also have a definite réle to 
play in the finance of agriculture as well as of local 
industry. They are of a class which has a long tradition 
of banking experience, and it is for this reason that 
the Reports attempt to retain their services by suggesting 
that they should co-operate to form joint-stock banks or 
should come into close alliance with existing joint-stock 
institutions. These suggestions, however, are unlikely 
to appeal to these shroff bankers, who naturally prize 
their independence. The high degree of efficiency with 
which they do their work is testified to by the difficulty 
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Indian joint-stock banks have found in competing with 
them, and their replacement by co-operative societies 
would have disadvantages as well as benefits. 

Some witnesses have advocated the strengthening of 
industrial banking in India by the diversion of the 
activities of the Imperial Bank of India to industrial 
and exchange banking, depriving it of its central bank- 
ing functions and of its duties as Government banker. 
This question links up with that of the projected Reserve 
Bank, though it is doubtful whether the latter topic is 
within the terms of reference of the current enquiry. 
Experience in many centres shows, however, that 
Central Banking depends on the existence of an 
organized bill market. If the outcome of the present 
discussions were to be the popularization of the bill of 
exchange amongst Indian traders and bankers, a great 
step forward would have been taken. Not only would 
this facilitate the introduction of reserve banking, but 
it would assist the linking up of private bankers with 
the joint-stock banks. At present private bankers 
borrow only on their personal credit or on promissory 
notes of traders with their own endorsement. Bills of 
exchange would be much more acceptable to banks, 
but traders in India are so familiar with the system of 
purchasing for cash, that apart from all other practical 
considerations it must take time to “ educate” them into 
the use of bills. 

The desire to convert the Imperial Bank of India 
into an exchange bank is based on a belief that the 
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present virtual monopoly of the British exchange banks 
in financing overseas trade is utilized to the detriment 
of Indian traders, a suggestion which is naturally 
exploited by extreme Nationalist opinion. In point of 
fact, however, competition between these banks is so 
strong that the business is done on a very narrow margin 
of profit, and little benefit could be derived from the 
incursion of the Imperial Bank of India into this field. 

More important than most of these proposals for 
changes in the organization of Indian banking are the 
efforts which the Committee may recommend at incul- 
cating a spirit of more conservative finance throughout 
native Indian banking. India is very far from suffering 
from any lack of credit resources. Deposits both of the 
savings bank and of the co-operative banks are steadily 
rising. These resources, however, are too easily 
attracted to unsound banking ventures, which offer high 
rates of interest, but which quote without regard to 
liquidity of assets and financial soundness. In the last 
ten years laxity in regard to advances has caused the 
failure of over 100 Indian joint-stock banks. Neverthe- 
less native depositors are still easily tempted to place their 
funds in unsound institutions. Provision for the regular 
audit of joint-stock banks should improve the position 
in this respect, but it must take time before much pro- 
gress can be made in this direction. The importance of 
the current discussions rest, therefore, rather on the 
foundations they may lay for future development than 
on any likely immediate benefits. 

One point, too, that it is necessary to bear in mind 
is that of the education of the Indian banker. An 
Institute of Bankers was founded over three years ago, 
and several colleges also grant diplomas in banking. 
This, however, is only one aspect of the problem, for 
prudence and experience are just as necessary as 
technical skill. It is only natural that bankers should 
grant, and customers seek, loans, on far too intangible 
security, and both are having to learn the inadvisability 
of such laxity. The fact is that in the banking sphere 
East and West have much to teach each other, and the 
process of education must be slow. 
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Martins Bank 
New London Headquarters 


By Professor C. H. Reilly 


HILE all the great banks are building new 
\X/ headquarters, Martins is building, or, to be more 
correct, has just been building, two such struc- 
tures at the same time, one in Lombard Street and one 
in Liverpool. Measured by size and cost, the Liverpool 
building is, I suppose, three times as large and as costly 
as the London one. It is a great structure with a palatial 
banking hall, many floors of offices round a central 
court, from which are managed the hundreds of branch 
banks up and down the country which now bear the 
name of Martins. At least I imagine this is so, for there 
is to be found Mr. Shawyer, the General Manager. The 
note of that building is therefore the combination of 
dignity and even splendour with efficiency. The note 
of the London headquarters is something very different, 
and the contrast is interesting. The new Lombard Street 
building seems to me in the first place to express, as 
its predecessor did, the friendly relationships of the 
private bank of long and honourable standing. There 
is the partners’ room, for instance, close to the entrance 
and approached from the public space, where one can 
see, when the door is opened, the actual partners—chair- 
man and directors I suppose they are now—at their 
desks in the comfortable surroundings of a gentleman’s 
apartment. The note then is almost one of domesticity, 
combined, of course, with efficiency and all the modern 
arrangements of a great bank. There are no vistas of 
marble columns and there is no temple-like banking 
hall. Instead there is oak panelling everywhere and an 
air of quiet comfort. This is something new in the 
headquarters of a great bank, even when it possesses 
two such structures, and it is something very refreshing 
to find. Let us examine it in detail. 
It is Sir Herbert Baker, the architect of many banks, 
including the rebuilt Bank of England, who has inter- 
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preted the interesting programme set by Martins, and 
has given to its solution this happy domestic and, I like 
to think, very English quality. For the exterior he has 





THE LOMBARD STREET FRONT 


chosen as his chief building material a good small 
English brick. Now a brick building in Lombard Street, 
in spite of the stately stone buildings which line it, does 
not seem out of place. The famous street is really a 
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lane, with the slight irregularities that that implies. A 
tall brick building, therefore, on a comparatively narrow 
frontage is almost what one might expect. In a great 
monumental street like Regent Street, or in a square 


MARTINS BANK 
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rHE MAIN ENTRANCE 


like the Place de la Concorde, it would obviously 
be out of place. Here it is the happy accident which 
one welcomes in giving the variety and colour to a 
thoroughfare whose main quality, whatever its value 
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in sterling, is its i aaasaaaint But Sir Herbert's 
building, nevertheless, is not unconscious of its neigh- 
bours in spite of its different colour and texture. It 
pays deference to its great new stone one on the right, 
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THE ENTRANCE HALL 


Lloyds, in a way one welcomes very gladly, because 
of its rarity to-day. It will be seen from the illustration 
that the main cornice and the lower bands dividing the 
front horizontally tally with those of Lloyds. Further, 

the two great arches, which are so noble a feature of 
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in sterling, is its picturesqueness. But Sir Herbert’s 
building, nevertheless, is not unconscious of its neigh- 
bours in spite of its different colour and texture. It 
pays deference to its great new stone one on the right, 
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Lloyds, in a way one welcomes very gladly, because 
of its rarity to-day. It will be seen from the illustration 
that the main cornice and the lower bands dividing the 
front horizontally tally with those of Lloyds. Further, 
the two great arches, which are so noble a feature of 
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the ground floor, are of the same size as the Lloyds 
arches. [his may have been suggested in the first 





THE STAIR DOWN FROM THE ENTRANCE HALL 


instance by the fact that the floor levels of the two 
buildings are the same, owing to an overlapping of their 
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interiors. I like to think, however, and I am sure it is 
true in this case, that it is also evidence of the sort of 
architectural good manners as prominent in_ the 
eighteenth century as it was lacking in the nineteenth. 
These two great arches outlined in stone, one of which 
holds the window to the partners’ room and the other 
the main door, are well set off by the fine dado of plain 
Portland stone from which they spring and the plain 
mass of brickwork which surrounds them. It must 
have needed some courage, both on the architect’s and 
the owners’ part, to give up so much of the ground-floor 
frontage in Lombard Street to solid wall instead of to 
plate glass. It is, however, courage well rewarded, for 
in a narrow street the appearance of the ground floor is 
of the first importance, and the result here is a quiet 
dignity and strength which could not otherwise have 
been obtained. It has been obtained, too, without any 
undue sacrifice of light, thanks to the clever plan whic h 
has placed immedi ately behind this entrance and the 
partners’ room the well-lit banking hall, running the 
full width of the site, but with windows at either end. 
This has been made possible by the fortunate fact that 
the site is really an island one, surrounded by Change 
Alley on three sides and Lombard Street on the fourth. 
Above this fine ground floor is a field of brickwork, with 
plain Georgian fenestration relieved with a balcony and 
decoration to one central window. Then come the 
cornice and balustrade, and above them the series of 
settings back which the London Building Act requires. 
What is above the cornice, however, hardly matters in 
so narrow a street, though all here is finished simply but 
adequately. So much then for this quiet exterior, which 
answers admirably to the required character. 

Passing through the main door, where a pair of 
delicately fluted Corinthian columns in Roman stone 
contrasts with the plain surfaces of Portland stone on 
either side, we come into an entrance hall apparently 
lined with Roman travertine, but really with a variety 
of English Ancaster stone, which has a very similar and 
equally charming colour and texture. This little hall, 
with its colonnade with three semi-circular arches on 
one side, behind which a staircase sinks, its plain wall 
on the opposite side, with three sets of bronze lift doors 
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decorated with coats of arms, and the simple barrel 
above is a delightful apartment. It sets at once a note 
of combined refinement and strength, of intimacy and 
dignity, which is delightful in itself, and one feels again 
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THE ENTRANCE HALL, SHOWING OLD FIRE-ARMS OF THE 
MID-EIGHTEENTH CENTURY 

exactly right for the building. From this one passes into 

a long apartment—the space for the public—broadly 

panelled in oak, and open on one side to the banking 
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counter and hall, and closed at either end with an apse. 
These curved ends, panelled to their full height, give 
again the feeling of enclosure and intimacy which is so 
characteristic of the whole building, and they do this 
although the length of the counter and the hall in front 
of one is considerable. This latter is a vaulted apart- 
ment, with a plain ceiling in fine broad surfaces, making 
a useful contrast to the rich array of oak desks and 
bronze lights of the clerks below. Again, the hall is 
panelled in English oak to the band from which the 
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ceiling springs. This band has, for a bank, a novel 
decoration in the coats-of-arms of various celebrated 
companies, like the East India Company, with which 
the bank has been allied in the past. More than this, 
on the same frieze are written in gold letters the names 
of the famous taverns, coffee houses and private houses 
which have occupied at various times parts of the site 
and from which famous trading concerns have sprung 
into existence. The perpetuation of all this local history 
is a very charming idea and still further helps to 
emphasize the character of Martins as a great historical 
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house and of its new home as something intimate and 
human. 
There is not space to deal with the rest of the structure 
detail. Underground are four basements: one for 
clerks, with daylight lamps, washed and humidified air 
at constant temperature, which is more pleasant, it is said, 
to work in than a floor lit and ventilated in the ordinary 
way ; one for strong rooms treated as an island with a 
walk between it and the exterior walls; another for 
storage ; and another for machinery, all very systemati- 
cally and carefully laid out. The upper storeys are 
approached by the lifts already mentioned and by stairs 
for the public, and by a large service staircase at the back 
of the site. They consist of a series of very well-lit rooms 
stretching over practically the whole site, as light can be 
obtained on all sides. On the fourth floor are ‘the board 
room, the chairman’s room, the secretary's room and the 
directors’ dining room. All these are good, simple 
100ms, rich but not ornate, such as one might find in 
a large private house and furnished in the same way. 
They reflect the same character as the partners’ room on 
the ground floor—a friendly intimacy combined with 
reserved good taste. To have achieved this note so con- 
sistently in so large and important a building for modern 
banking purposes is, I think, something on which the 
architect and his clients can heartily congratulate them- 
selves. Between them they have added to the big com- 
mercial buildings of the City one which is at once happy 
and comfortable, which has an air of distinction and 
privacy, and yet which seems, once one is inside, to make 
one welcome. 








